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Security Second 


HERE are men in the Kremlin, and among the critics of Britain 
in Washington and Paris, who can calculate how much the British 
defence programme has been slowed down. There is no point in the 
British public putting on blinkers, as the Government’s White Paper 
has encouraged it todo. The truth is that a large part of the rearma- 
ment that this country undertook last year is now unlikely to show 
practical results until 1955. It is then, not next year or in 1954, that 
the aircraft and guns so bravely planned twelve months ago may be 
an effective deterrent to aggression. That is the plain meaning of 
last week’s statement on defence policy. 


Thanks to Mr Zevan’s friends, the controversy about defence has 
run too hotly in the past for the House of Commons to put party 
emotions aside in its debate next Wednesday. But at least the emotions 
should not be allowed to exclude a frank appraisal. The essential facts 
can be simply summarised. In 1950 Britain’s expenditure on defence 
was running at a little under {800 million a year. The Labour 
Government decided to double this effort for the following three years. 
The famous £4,700 million programme therefore covered two things. 
There was about £2,400 million which would in any event have been 
spent on defence in 1951-54, unless the world had suddenly become 
safer than it looked before June, 1950. And, on top of this continuing 
expenditure, there was {2,300 million representing (if the plan 
worked) a once-for-all effort. This, it was hoped, was the cost of 
catching up with the perils of an insecure world. Whatever may 
have been true of the United States, the British programme was 
certainly not too big, in terms of the divisions and the fighter aircraft 
for the defence of this country that it was to have produced by 1954. 
This £2,300 million, not the total £4,700 million, was the true 
measure of réarmament, of the new strain that Mr Attlee’s Govern- 


ment—including, for three months afterwards, Mr Bevan—thought 


the economy could sustain. 


The strain has proved to be too much.~ The new Government has 
reconciled itself to carrying out rearmament at less than two-thirds 
of the pace that was set. Roughly, the original plan was to spend an 
extra £500 million last year, {800 million this year, and {£1,000 
in the third year. The money figures are now, of course, 
distorted by the rise in prices. But if this is allowed for, it appears 

the £2,300 million of true rearmament expenditure, £306 
million has been spent in the first year and another {£500 million is 
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Roughly speaking, the speed of rearmament has been 
cut from 30 miles~per hour to less than 20 miles per hour; 
on the present showing, the journey will take over twelve 
months longer than was intended. That sharply alters 
the whole basis of the programme. ‘The need it was 
designed to meet was to make the greatest possible in- 
crease in strength quickly: it was to be a sharp heave, 
not a long pull. A big defence programme stretching 
into an undefined future is no consolation whatever for 
deing too little now ; on the contrary, it may be positively 
dangerous. 

The slowing down of the current programme has now 
te be accepted as unavoidable—in part, at least, and for 
this year. The defence programme was practicable when 
it was begun: It demanded one quarter of the effort 
that this country devoted to defence in wartime. Plainly 
that was possible, without causing external bankruptcy, 
if there was enough determination to give up other things 
for the sake of security ; the sacrifices did not have to be 
large. What was always plainly impossible—as others 
beside Mr Bevan foresaw—was to carry out the defence 
programme if it was imposed on the economy as an 
additional demand on top of everything else, without any 
cuts to make room for it. Mr Bevan concluded that there 
should be no defence, and others that there should be 
cuts. But the last government tried to do the impossible, 
to provide defence without tears. There have been no 
sacrifices. It is the result of that which was inevitable. 
The three-year programme was not born dead, but it was 
killed soon after birth, And Mr Bevan’s part was not 
_ the mnocent one of the clever doctor who detected the 
death. His contribution was not to see that the pro- 
gramme was impracticable ; it was to say that defence— 
with tears—was unnecessary, and therefore to foster the 
political mood in which Mr Attlee’s Government shrank 
from the economic policies that defence demanded, in 
which it went on willing the end but not the means. 


This is the cause of the failure. “It is not, as is so widely 
supposed, that the economic conditions pressing on this 
country have become more unfavourable. The British 
balance of payments was smashed by the rise in import 
prices that occurred in the winter of 1950. The terms 
of trade are now no more unfavourable than they were 
when the defence programme was begun. What was then 
not foreseen was that exports would expand so little and 
entirely fail to match the increase in import costs. And 
that is the other fruit of an inadequate economic policy, 


Lisbon 


T is a pity that Nato nowadays puts so much into the 
shop-window without stating eithér the price or the 
quality of what it offers. During the Lisbon meeting of 
its Council that ended this week statements were made 
to the press which were as woolly as the speeches of 
Gladstone’s declining years. Round figures, flat asser- 
tions, and high aspirations tumbled into print together, 
and it will need some plain speaking by Mr Eden if the 
House of Commons is to get a clear and firm picture of 
the state of North Atlantic defence. It is right that a 
certain secrecy should surround Nato’s diplomatic and 
military discussions, and that this should be proof even 
against the appalling inquisitiveness of Congress. But to 
ert. - secrecy by ee airily wb fifty divi- 
- sions this year 100 in 1954, by giving the impres- 
sion that the German defence contribution has been 


THE ECONOMIST, March 1, 1<<. 


of the refusal to check inflation in the only possible way, 
by cutting consumption. 

If defence policy is now to be put on a sounder basis, 
it is essential to destroy the comfortable belief that the 
programme has been slowed down im face of some 
economic necessity over which this country had no \'sn- 


trol. It is the economic consequences of past po!’ ‘-a) 
decisions that have to be accepted as inevitable. he 


gap in Britain’s overseas accuunts has been allow: to 
grow until the point of collapse is close. Every....ig 
possible has to be thrown immediately into the gap a: all 
costs. The exports that can. be increased quickly are 
those of the engineering industries which also serve 
defence. And therefore, as an immediate expedient. c- 
armament must be cut for the sake of exports, There is 
no choice. A bankrupt Britain, a Britain unable to buy 
raw materials or to preserve sterling as an international 
currency, cannot be safe or contribute to the safety of 
others. When the need is so pressing, economic solvency 
must rank before military security, 

But this is to put security second. It has become neces- 
sary because until now consumption, not solvency, has 
been put first ; the standard of living that the British 
people had achieved by 1950 has been treated as an in- 
violable right which could not be sacrificed to the re- 
quirements either of solvency in a harder world or of 
security in a more dangerous world, The consequences 
are that Britain is near insolvency and is making itself a 
little more secure only with painful slowness. ‘The 
achievement is still, indeed, nothing to be ashamed of by 
comparison with most European countries. But both 
Government and Opposition recognise, if in rather differ- 
ent ways, that this country has duties of leadership second 
only to those of the United States. It must in the first 
place make itself solvent, but it must also try very soon 
to do more to make itself secure. 

This is the spirit that should inform next week's 
debate. It requires on both sides of the House of 
Commons a frank recognition of an unpalatable situation 
and of its causes. It requires, even more, a common faith 
in the good sense of the British people, a belief tha: if 
the need for harsh and unpopular measures is honestly 
stated people will at least suspend judgment and see how 
the measures work out in practice. Whether the poli- 
ticlans can at this late stage summon up such courage 
may be doubted ; but it is greater security next year, as 
well as solvency this year, that depend on it. 


Illusions 


settled when it clearly has not, and by pretending that 
Franco-German difficulties over a European Defence 
Community are not so serious after all, is a dishonesi 
practice. It will not frighten the Russians but it may well 
lull the Europeans. It is all very well to build up the 
prestige of Nato in American eyes ; but if it is based on 
illusions there will be bitter disappointment one dav. 
The record of success is enough to need no gil ng. 
Differences between the military and the civilian adv sets 
which sharply divided the Ottawa conference in 5¢p- 
tember have now been largely overcome. What can be 
done to ensure Europe’s defence without too great 40 
economic strain is now seen much more clearly ‘a0 
before. How to cut the frills of military ditare 
and to make supply organisation more effective has »¢co 
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lesson taught by the appointment of the three wise men 
seems to ne he learnt. Nato will henceforth super- 

- the military and economic effects of the defence 

‘cies of member governments and each year their 
-apacity and progress will be reviewed by an international 
boc’. The main defence tasks of Nato can now be pur- 
sued on a basis of “ firm goals for 1952, provisional goals 
for 1953 and, for 1954, goals to be used for planning 
purposes.” This is the beginning of a new political 


and economic authority for the Council and its organs.’ 


How it is exercised will depend off the powers assumed 
by the permanent headquarters that are to be set up in 
Paris with a secretary-general of distinction. Gone are 
the days when deputies of twelve foreign ministers sat 
in council, unable to vote or make recommendations as a 
body, able only to report views to their governments. 
Their places will be taken by national representatives 
with a status somewhere between that of a wartime 
Minister of State and a permanent official. This should 
mean that the council itself, which will continue to meet 
1: regular intervals, will take only the most important 
decisions and the speed of Nato’s business should be 
considerably increased. 


It is in many ways a pity that this new start is to be 
made in Paris and not in London. Granted that for many 
covernments it is difficult to find enough officials to meet 
the demands of Nato, the future European Defence 
Community and the OEEC, and that Paris offers a 
pleasanter life than London ; granted, too, that the sight 
of the Americans, British and Canadians firmly anchored 
to the Continent will reassure Europeans about their 
future ; the fact remains that some—but not all—Euro- 
pean members of Nato cherish the secret hope that they 
will one day be strong enough to create a third force that 
could stand aside from the Soviet-American rivalry.. They 
will not have the vital interest in developing the Atlantic 
community that Britain and Canada have, and the atmo- 
sphere of Paris may prove less invigorating for that idea 
than that of London could have been. But this decision 
has to be loyally accepted, with perhaps a reminder to 
allies that Britain’s military contribution to the common 
defence is and will remain for some time far and away 
the greatest mext to the American—three armoured 
divisions out of four and 1,400 aircraft out of 5,000 
represents a very great peacetime effort. 

. 


On the broader aspects of an Atlantic policy the right 
things were said at Lisbon but it remains the job of 
national governments, and national governments alone, 
to do them. There was talk of a master plan to pro- 
mote economic expansion and prevent inflation; to 
increase raw materials production and control their use ; 
to share equally the burden of rearmament and to fix 
clear priorities for the distribution of military equipment 
by members. These things have been said before, but 
very little has been done about them that would not have 
deen done without the exhortations of Nato. It is as well 


‘0 realise that the idea of the “Atlantic community,” 


frequently mentioned by Mr Acheson and Mr Eden, 
remains in the ait, without any government—save per- 
‘aps the Canadian—showing a stromg wish to define it 


more clearly. It can be argued that the community in 
fact exists 


s already in the immense*effort of planning and 
consultation that has been made ; it falls a 


‘ong way short of the Lisbon declaration that 
members of the Council look forward to the time when the 
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main energies of their work can be less concentrated on 
defence and more fully devoted to co-operation in other fields 
for the well-being of their peoples and for the advancement 


of human progress. 

In this context a note of optimism was needed. Where 
it is dangerous and misleading is in connection with the 
European Defence Community. It is claimed that the 
relationship between the twelve members of the Atlantic 
Council and the six members of the defence community 
—all, except Western Germany, members of Nato—has 
been settled satisfactorily. This appears to mean that 
Western Germany, which has reserved its right to claim 
full membership of Nato, will be admitted to consulta- 
tion with it, a compromise which is hardly likely to 
satisfy the Germans for long. It may mean, too, that 
the pledges to mutual defence exchanged between 
members of Nato will also be exchanged between the 
community and Nato, so giving the Germans both obli- 
gations to the larger body and guarantees from it. That 
is all well and good. What is alarming is the assumption 
or pretence that the treaty forming the defence com- 
munity can be. got past the French Assembly and the 
German Bundestag, both of which have laid down 
directly conflicting conditions for supporting M. 
Schuman and Dr Adenauer. 


* 


Both Ministers are said to believe they can. get a vote 
for ratification if they are not rushed. It is said, too, that 
they have obtained from Mr Eden undertakings to con- 
sider how the European Defence Community can be held 
together by some guarantee like that given in the Locarno 
Treaty twenty-seven years ago. The calculation appears 
to be that if closer relationship between Britain and the 
community were possible, then many French objections 
to German claims and aspirations would fall away, so 
making easier Dr Adenauer’s task before the Bundestag. 
If that is so, the sooner British—and American—public 
opinion get to grips with the problem the better. In 
simple terms it is this: Is the defence community to be 
built round a rearmed Germany so important to the 
future of Atlantic defence that British policy should do 
everything in its power to save it? And if so, what, if 
anything, could the Americans do to help? 

It is only by seeking an answer to these questions, and 
by realising that the Lisbon conference did not find it, 
that the limits of what was achieved there can be 
properly understood. A European defence treaty there 
will certainly be, probably within two months ; but until 
it is ratified German recruitment cannot even begin. And 
ratification is unlikely, at best, for six months. In short, 
the question of how many limitations on German freedom 
will be accepted by the Germans and how few will be 
accepted by the French is still unsettled. And even if 
it can be settled it is not certain that the Germans will 
rearm. So long as this remains the situation, Nato’s 
published estimates of divisions, production, burden- 
sharing—and even of the defence strategy itself—remain 
provisional and misleading. 











INDEX 


The Index to Volume CLXI of The Economist 
(July to December, 1951) is now ready. Copies, 
sprice 2/6 post free, may be obtained from: 


The Publisher, 22 Ryder St., St. James’s, London, S.W.! 
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Commonwealth with Solvency 


Pe Gs interesting debate was initiated in. the House 
&% of Commons on Friday of last week by a 
private member’s motion which called, among other 
things, for ‘the closer co-operation and co-ordinated 
development of the Commonwealth and sterling area ” 
and resisted “ any attempt to make permanent any com- 
mitments which are designed to weaken imperial prefer- 
ence or other Commonwealth ties.” It still requires 
quite an effort not to be surprised at the discovery that 
it was a Labour back-bencher, Mr Richard Adams, who, 
having been lucky in the ballot, chose this as the motion 
he wished to propose. The debate was somewhat 
‘diffuse ; but it served what was presumably its main 
purpose: it demonstrated very effectively that there is 
nowadays an active unanimity of attachment, on both 
sides of the House, to the reality of the Commonwealth. 


Very few people in this country will wish to disturb 
this unanimity. That is certainly not the purpose of these 
comments. It may nevertheless be of service to point 
out that some of the strands of thought that make up 
the attachment of contemporary public opinion to the 
Commonwealth and the sterling area are somewhat lack- 
ing in logic and perhaps even dangerously close to 
illusions. It is surprising, for instance, to discover how 
many people still regard it as practical politics to pro- 
pose formal, and even mechanical, organs of Common- 
wealth government. The old idea of a federation did 
not come up in last week’s debate, but its economic 
counterpart, the customs union, did. As Mr Gordon- 
Walker said, “even if one wanted it, it is a non-starter 
and we all know there are a lot of countries in the 
Commonwealth which will not look at it ”’—though he 
did not give the main reason, which is not so much the 
protectionist policies of some Commonwealth govern- 
ments as the heavy dependence of nearly all of them on 
customs revenue. . 


The latest form of this familiar train of thought is the 
desire to have “a common economic and financial plan 
for the Commonwealth.” This is Mr Adams’s version 
of what he wants: 

There must be this common policy. There must be the 
controls necessary to ensure the stability of the area as a 
whole. There must be a survey of production and needs. ... 
Having worked out our surpluses and deficits, having planned 
the resources of the Commonwealth to meet our needs, we 
must make contracts with the rest of the world, to ensure 
that our deficits are supplied and that our surpluses are made 
available to the other countries of the world. 


Many people will think this is an appalling prospect. 
Even more people will be sure that any such plan would 
break down: through sheer errors of estimation. For- 
tunately it is not necessary to argue either point, because 
the-whole idea is, in Mr Gordon-Walkér’s term, a non- 
starter, and for the same reason as the political federation 
and the customs union: the countries of the Common- 
wealth would not look at it. It is very strange to observe 
how’ many of the best friends of the Commonwealth 
fail to see that its chief appeal to its smaller members 
lies in the freedom it guarantees—and that means, in 
the fitst place, freedom from direction by its larger 
members. Very few indeed of the members of the 
Commonwealth who have gained control over their own 
economic aftairs—and that includes nowadays a 
lengthening list of crown colonies as well as the 


dominions—would surrender that freedom to a joint. 


planning body. One may hazard a guess that the Labour 
Party would itself be very reluctant to do so ; it is very 
much less pleasant to be planned against than to do the 
planning. It is not along such lines, but by means of 
bargains freely entered into and accepted as being of 
mutual advantage that a policy of Commonwealth 
development can be worked out. 


* 


The second and much more dangerous fallacy that 
appears to underlie much of the current enthusiasm for 
the sterling area is the belief that it offers to the people 
of the United Kingdom some means of avoiding the 
cold and cruel necessity of paying their way in a com- 
petitive world. Mr Adams made it clear last Friday that 
this was in his mind. He had no confidence, he said, in 
the measures hitherto taken to meet the economic prob- 
lem of this island ; “If we continue each time to take 
the same measures, which are to cut imports and attempt 
to expand exports, our standard of living in this island 
will steadilY decline” ; and the wide open spaces of 
Commonwealth development were offered as an avenue 
of escape from this cramping obligation to meet payments 
by receipts. The same general idea seemed to lie at the 
root of much of the advocacy of discrimination.and of the 
attack upon GATT. If only the importunate non-British 
world could be held at bay—except of course for the 
grants and loans it should accept an obligation to provide 
—and the resources of the Commonwealth could be 
mobilised, how much more comfortable life would be. 


It is true, as has often been contended in The 
Economist, that some degree of discrimination in trade 
will be necessary for as far ahead as can be seen. The 
sterling area and the other soft-currency countries are 
very unlikely at any time to be so adequately supplied 
with dollars and other hard currencies that they will be 
able to afford to trade quite so freely with those countries 
as among themselves. They will have, so to speak, to 
pay cash for their dollar purchases, whereas the rest can 
be left on account. For this reason, it has always been 
held in these columns that blanket promises not to dis- 
criminate are best avoided. But the limits of a policy of 
discrimination’ have also always been insisted upon. 
There are close limits to the extent that dollar-carning 
colonies can be forced by currency arrangements to buy 
British manufactures unless they are at least nearly the 
equal in price and quality of what can be obtained from 
elsewhere. Only to a very small extent does discrimina- 
tion absolve the United Kingdom from the necessity 10 
be competitive and to balance its accounts. It is certainly 
not a magic incantation by which the British people can 
afford to let the world go hang and retreat to cultivate 
their own garden. It is not their garden; it is Mr 


Nkrumah’s and Mr Azikiwe’s. 


The sterling area is basically held together by ‘wo 
calculations of mutual interest. The other members are 
attached to the United Kingdom by the market that it 
provides for their and by the capital that i 
provides for their dev ’ At the moment (though 
it may not always be so) it is-the latter that most ag'‘ates 
the members of the area other than this country. 1° 
keep the sterling area together, it is not enough for the 
United Kingdom to offer markets, which it can do; i 








THE ECONOMIST, March 1, 1952 


must also offer capital. Can it do so? If it cannot, 
then the sterling area will fall into decay. Its members 
will turn to the United States for their capital needs, 
and though there is no reason on the British side why 
-here should not be a steady flow of American investment 
‘nto the sterling area, if that flow becomes larger than the 
dow from London the sterling area will fall to pieces. 
It may not.be true any longer that trade follows the flag. 
But it is certain that trade follows the loan. Those who 
.dvocate the development of the sterling area must work 
for a large and steady flow of capital from the United 
Kingdom to the rest of the area. 


Most of them, to do them justice, recognise this. But 
very few of them appear to realise what this commits 
them to. The United Kingdom, though it runs a deficit 
f payments with the non-British world, is steadily in 
surplus with the rest of the sterling area. In 1949, for 
example, which was neither a very good nor a very bad 
year, this surplus amounted to {273 million. It is 
tempting to assume—and it is almost universally assumed 
—that at least this sum can safely be lent back to the 
sterling area countries for their development needs. But 
this is not so. For the United Kingdom’s deficit with 
the non-sterling world—which amounted in 1949 ‘to 
{252 million—has to be financed. Normally, the rest 
of the area has a met earning of dollars and other 
currencies which the United Kingdom can use to cover 
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its own deficit ; that is the theory of the sterling area. 
But these dollars are not given to the United Kingdom 
by the dominions or even by the colonies ; they are sold. 
Part of the United Kingdom’s sterling surplus is needed 
to. buy these dollars. It is only the excess—the amount 
by which the United Kingdom’s surplus in trade with 
sterling countries exceeds its deficit with othet countries, 
or in other words the surplus (if any) in its Balance of 
payments taken 4s a whole—that can safely be lent over- 
seas. If more than this is lent (and in two of the last 
four years the figure has been negative) the penalty is 
either a draft on the gold reserves or an increase in the 
sterling balances, of which the one is only slightly more 
dangerous and undesirable than the other. 


Wherever the logical analysis begins, it ends at the 
same place. It is only if the United Kingdom, taken by 
itself, is self-supporting—indeed, more than self-support- 
ing—that the sterling area will hold together. The new 
conception of a Commonwealth of free peoples is as 
inspiring and as full of hope in its economic aspects as 
in the political. But so far from offering to the people 
of the United Kingdom any means of escape from the 
very painful necessity of paying their way in the world, 
regardless of what happens in so doing to their standard 
of living, it provides a new incentive and a new com- 
pulsion for them to suceed in that task. Commonwealth 
is no substitute for solvency. 


_ University Development 


M ANY people who are ccavinced of the necessity 
A of retrenchment nevertheless feel uneasy about its 
application to education, which is so obviously a nation- 
building branch of government expenditure. It is good 
news, therefore, that it has been found possible to make 
grants to the universities during the next quinquennium 
that will be at least large enough to maintain the present 
level of their activities and to consolidate the expansion 
that has taken place. The Chancellor of the Exchequer 
has announced that the total recurrent grant, which is 
£16.6 million in the present year, will be increased to 
{20 million in 1952-53, and will thereafter rise by 
between £1,000,000 and £1,500,000 each year to 
£25 million in 1956-57. 

The extra £3,400,000 to be distributed in the coming 
financial year will certainly leave little or nothing over 
for further development. Rising costs have made it 
very difficult for the universities to meet their com- 
mitments on the grants that were settled five years 
ago, and even without a further rise in prices their 
liabilities are increasing. The main reason for this is 
the uneven age distribution of the teaching staff. In the 


rapid expansion that took place after the war young . 


people were recruited to the teaching staffs ; in 1947 the 
University Grants Committee estimated that over half 
of all university teachers were under thirty-five. The 
increments due to them as they get older therefore 
involve a heavy addition to university costs. Mr Butler 
hopes, however, that after the first year or two of the 
quinquennium, the grants would be enough to finance 
some further development, particularly in the fields of 
science and technology. Whether any such margin will 
in fact emerge depends, of course, on whether Mr Butler 
succeeds in halting the steady rise in costs. Once settled, 
the recurrent grants are not normally adjusted to changes 


in their real value (though within the last quinquennium 
additional grants were given mainly to finance increases 
in academic salaries. This rigidity has its dangers, 
particularly in times like the present. It is the price the 
universities have to pay for being given, unlike all other 
institutions dependent on public funds, five years’ notice 
of the money available, so that they may lay their plans 
accordingly. Even if prices remain fairly stable during 
the next quinquennium, it is. clear that the rapid postwar 
expansion of the universities has now been brought to an 
end. 


* 


This is as it should be, for the need of the moment 
is consolidation. The number of students is now 70 per 
cent higher than it was before the war, and if the expan- 
sion were to continue at the same pace, the universities 
would be in danger of outgrowing their strength. They 
have done what was required of them by the various 
committees set up after the war to study the need for 
graduates. Against the target of 90,000 university 
students, they had reported themselves able to accom- 
modate 88,000 ; but that estimate was made in the hope 
of more new building than has actually been done, and 
the figure at present stands at 85,000. They accepted 
the guidance of the University Grants Committee about 
the directions in which this expansion should take place. 
They were able to achieve by 1947 the doubling of the 
number of students in science and technology, a. target 
which the Barlow Committee on Scientific Manpower 
had set for roughly 1956. The University Grants Com- 
mittee has been able to make some additional grants, over 
and above the block grants, for the development of these 
faculties. It has also made earmarked grants for specified 
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purposes. The largest has been devoted to medical 
education, which has benefited on a scale rising from 
£1,840,300 in 1947-48 to £3,198,000 in 1951-52. But 
in accordance with the recommendations of the 
Goodenough Committee—which in 1944 could not have 
foreseen the extent of the demand that the national 
health service would create—there has been only a small 
increase in the number of medical students ; at some 


14,000 it is only 500 greater than before the war. The 





FuLt-Time STUDENTS AND ACADEMIC STAFFS IN 
British UNIVERSITIES 








1938-39 1950-51 

University Students Staff Students Staff 
SrtinehaM ov. sche vc awancdnes 1,433 159. 3,306 423 
Pee ee Peery pe oe 1,005 157 2,515 544 

Cambridge. 6s 58 65 55d 2 PE Si 5,931 Tt 7,891 t 
Darhane 05s 68 a a Se ae 1,709 179 4.331 477 
Peete 4 isa: Cate encekccnse 422 55 942 113 
PO ss Kawase ein ves cites 162 tT 917 128 
Leeds oo taekias bes erste as 1,757 249 3,245 501 
LARC Se oy ca eee ee 82 t 730 80 
ERVOSIONE sis ci ae MdRa SHCA 2,055 190 3,297 350 
Fe OE, be muh ty Me 13,191 1,057 18412 2,311 
pcg eno HO OLE ODODE PE 2,108 206 4,318 493 
Manchester College of Technology 354 82 800 125 
North Staffordshire* ........... — —_ 157 19 
MottingRam 66s isco si am 582 81 2,112 252 

CORON ae Se ee 5,023 t 7,207 Tt 
RRO ooo b's hsb Kooks oe RL 584 130 1,029 133 
Shetield 5.45 ees Sea wks ek 767 127 2,024 250 
Southampton® ....56.6.c0eeee 268 58 947 117 
WOM iis aed s bs dco es eon 2,779 371 5,133 547 
PUNO os habs ch wi ecto use 1,211 109 =1,956 259 
ReRRIO < 565s on kd Vig ¥i- ees 3,205 185 5,327 440 
CONROE oo oo once eee ee a 4.175 211 5,586 456 
Glasgow Royal Technical College 515 104 Ss: 1,235 190 
ae re eee pa a 928 109 =«:1,897 245 
Total, Great Britain............... 50,246 3,819 85,314 8,233 





* University College. $ Not available. 





earmarked grant has been used to reorganise and reform 
medical education, in particular by establishing 55 new 
full-time chairs in clinical subjects. But one of the main 
recommendations of the Goodenough Committee—that 
the medical curriculum should be simplified and co- 
ordinated—has yet to be carried out. 


Smaller earmarked grants, now running at between 
£250,000 and £400,000, have been used to make pro- 
vision for dental, agricultural and veterinary schools, and 
for the social sciences. Entry to the dental schools, 
however at 600 a year, is well below the target of 900 set 
hy the Teviot Committee and is quite inadequate, Still 
smaller grants have been devoted to oriental languages 
and to the establishment of university Institutes of 
Education, to organise the training of teachers. In none 
of these projects, however, have university authorities 
been obliged to undertake something against their 
wishes ; applications for the grants have always exceeded 
the amounts available. Nevertheless, the University 
Grants Committee is opposed to retaining the system of 
earmarked grants permanently, for while the system does 
not interfere with the universities’ freedom, it limits their 
ability to choose for themselves the proper balance of 
the various faculties. 


The arts faculties have achieved their expansion 
without the help of an earmarked grant. A big expansion 
was desired, however, in order to make up the wartime 
deficit and to provide new manpower for the expanding 
needs of such professions as teaching and the civil 
service. The number of arts students has increased by 
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57 per cent as compared with before the war. Th, 
proportion to the total has fallen, but it is still yer 
two-fifths of all university students. No committee js 
considered the future need for arts graduates, and :his 
would be very difficult to assess. But it seems clear that 
this expansion has gone far enough for the preseni. at 
least until arts graduates are more willing to enter 
industry and until industry is more willing to employ 
them. 7 

It would be surprising if so great and rapid an expan- 
sion had been achieved without some impairment of 
standards. Fortunately, this has not affected the ratio 
of teachers to students, which, on the contrary, has 
improved from 1:10 in 1938-39 to-nearly 1:9 in 1950- 
51. (Oxford and Cambridge are net included in these 
figures, and if they were would no doubt improve the 
ratio still further.) Part of the improvement has been 
due to the introduction of new subjects for study. This 
is very important not only for the student, but also as 
the University Grants Committee points out in its report 
on the quinquennium,* because it should leave the 
teaching staff more time to conduct the research which 
is one of the chief functions of the universities. 


The deterioration has been mainly in standards of 
accommodation. The 35,000 extra students have been 
packed in with very little new building. Oxford and 
Cambridge have been.in the perhaps fortunate position 
of not being able to accommodate many more, and they 
have expanded by only 44 and 33 per cent respectively. 
London’s expansion was limited by bomb damage and 
has amounted to only 40 per cent. But the eight English 
civic universities have increased their numbers by 123 
per cent, the University of Wales by 85 per cent and 
the Scottish universities by 60 per cent. Most of these 
universities are in crowded parts of industrial towns, and 
have had to take over whatever makeshift accommoda- 
tion was available in the neighbourhood. Two of them 
—Birmingham and Reading—are moving, or completing 
a move, to sites outside the towns. The University 
Grants Committee has 
been able, since the 
war, to help by distri- 
buting capital grants 
for building, acquiring 
sites and providing 
new equipment; and 
these paleal grants 
have totalled {19 mil- 
lion in the first four 
yeats of the quinquen- 
nium which ends on 
March 31st next. But 
the need was estimaicd 
in 1947 at £50 million, 
without allowing (or 
the rise in building 
costs that has taken 

ae since then. There 
has been very little building of egg residential accom- 
modation, but some 7,000 more places [or 
resident students have been provided, by one means or 
another, since 1939; and the proportion of resident 
students to the total, at about 23 per cent, is only slightly 
lower than before the war. Most educationists are agreed 
that a period of residence is a valuable part of university 
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* University Development. Interim Report on the Years 1947 10 
1951. Cmd. 8473. 1s. aS, 





cE ECONOMIST, March 1, 1952 


life. and it is important that the future development of the 


universities should make provision of this kind. But 
it is obvious that little can be done during the’ next 
quinquennium. The capital grants, as distinct from the 
recurrent grants, are announced annually, and the figure 
for the first year is £5 million, compared with some £7 
million in the current year. In present circumstances, it 
was not to be expected that these grants could continue 
in the first years of the new quinquennium even on the 
scale of the previous five years. 


* 


Much, therefore, needs to be done to consolidate the 
expansion that has already taken place, and it will be 
some years before there can be any question of increasing 
the university population still further. This is no 
iragedy, for the universities are on the whole confident 
that no one who could benefit from a university education 
is now being turned away. It is true that applications 
for university places, especially in the fields of science 
and technology, exceed the places available. But the 
University Grants Committee, on the evidence given 
to it by university authorities, believes that a continued 
expansion could only lower academic standards. It does 
not, however, believe that they have been lowered 
already by the influx that has already taken place. 


It is certainly the right policy to refuse to’ sacrifice 
the quality to the quantity of university education. As 
the Committee of Vice Chancellors and Principals has 
observed, “ academic standards once lowered are not 
retrievable, and Gresham’s Law applies to them ”— 
which is acceptable as a sentiment, despite its obvious 


No Business 


N OT very much has yet appeared in print in the 
1 N western countries about the international economic 
conference that is to be held in Moscow in six weeks’ 
time. But plenty will be heard about it when the time 
comes—at least as much as was heard of the 
~ intellectuals’ ” conference at Breslau in 1948 or of the 
youth rally at Berlin last summer. And many of the 
Ousinessmen and economists in Britain and other western 
countries who have received invitations to attend—by no 
means all of them of left-wing sympathies—have been 
sorely perplexed for some time past in the attempt to 
inake up their minds whether to go or not. 


_ What has perplexed them and made them hesitate is 
‘ne conviction, which is very widely shared, that the cold 
war cannot go on for ever. Either it ends in total war, 
or else it ends in an agreement to live and let live. No 
self-respecting non-communist businessman or economist 
will, of course, lend himself to Soviet propaganda ; but 
equally he will be loth to turn down too hastily an invita- 
‘ion that might conceivably be the first step in a genuine 
attempt of ‘reconciliation. This particular invitation 
-ertainly looks as if pains have been taken to meet the 
more obvious fears. The visitors from western 
~ountries, it appears, are not to be referred to, even in 
the Soviet press, as “ bourgeois” or “ capitalists” but 
as " Tepresentatives of economic spheres.” To give at 
least the appearance of fair play, it has been ruled that 
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misapplication of Gresham’s Law. On the other hand, 
even after the expansion that has taken place, the pro- 
portion of university graduates in the working population 
remains lower in Britain than in many other countries. 
On the very highest “levels of intellectual accomplish- 
ment, Britain need not fear comparison with any other 
country, either in science or the arts. But there is a 
weakness in what might be called the higher literacy— 
that is, in the proportion of young men and women who 
carry their studies or training to a level which, if it is 
below what is acceptable in this country for an honours 
degree, is nevertheless well above that to be gainéd from 
a secondary education alone. There is no doubt, for 
example, that the United States benefits greatly— 
especially, but not exclusively, in the scientific and 
technical field—from its ample supply of graduates, 
although the academic standards of its universities are 
on the average considerably lower than that of British 
universities. No one would wish the British universities 
to lower their standards ; but there is undoubtedly a 
need for more educational opportunities at a standard 
somewhere between those of school leaving and 
university degree. Now that the postwar programme 
of university expansion has been largely achieved and 
a. period of consolidation has set in, it is towards the 
filling of this gap that attention should be directed. It 


- may be true that, in a nation of 50 million, the univer- 


sities should not for the present be expected to accept 
more than about 30,000 entrants a year. It is 
emphatically not true that enough is yet done to equip 
the remainder either to realise their capacities or to serve 
the community. ‘When resources are once more avail- 
able, it is to this that educational policy should turn. 


in Moscow 


“the conference will avoid any discussion of the respec- 
tive advantages of different economic and social 
systems.” 

It is a picture that, if genuine, has a real appeal to 
men of good will all over the world, who have no sym- 
pathy with Communism but are appalled at the prospect 
of atomic war. A genuine conference might indeed per- 
form a miracle. It might bring together businessmen, 
trade unionists and economists from all nations, freely 
chosen by representative organisations, freely granted 
visas to enter the Soviet Union regardless of their politi- 
cal views. They might discuss how world trade could be 
increased so as to develop resources and raise standards 
of living everywhere. Americans and British might — 
explain how Communist policy has reduced east-west 
trade ; and Russians and Chinese might explain how the 
American Battle Act has done the same. Such an ex- 
change of home truths before the shrine of Stalinism 
would be a miracle worth risking several western 
businessmen’s reputations to achieve. 


The question is whether this is what the organisers of 
the conference want—or even if they did not originally 
want it, whether they have any intention of allowing it 
to happen. The evidence strongly suggests that they 
have nothing of the sort in mind; propaganda, and 
nothing but propaganda, is the intention. Those who are 


thinking of ‘going should be invited to reflect on the 
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origin of the idea of this conference ; on the light that 
the current output of Soviet propaganda sheds upon its 
purpose ; and on the position in which they are likely (to 
judge from the evidence of past international conferences 
under similar sponsorship) to find. themselves if they do 
go to Moscow. 

As for the origin of the conference, it dates back to a 
proposal for an economic conference which was first 
made at the Berlin congress of the World Peace Council 
in February, 1951, as one of a series of frankly subver- 
sive instructions to the “ partisans of peace.” Since then 
the Communist demand for increased east-west trade has 
been built up as part of the campaign against western 
rearmament and American policy generally. There are 
arguments for everyone. Western Germany is told it 
must be free to trade with the East if it is to find markets. 
Britain and France are told that the Germans will win 
markets from them unless the Ruhr can sell to Asia and 
Eastern Europe. The Japanese are told they must trade 
with Communist China ; and the British are told that, 
unless this trade is resumed, the Japanese will compete 
heavily with them. American policy, it is said, drives 
the West towards lower standards, while Soviet policy 
aims only at higher living standards for everyone. If 
rearmament could be stopped, then the under-developed 
countries could thrive on the output of the West’s heavy 
industries. 

This is perfectly good economic sense—if it is meant 
sincerely. But even if the hypothesis be accepted for 
the moment that the Russians are genuinely seeking a 
basis for reconciliation and understanding, is it not very 
innocent to suppose that they would start with the field 
of economic policy, which would involve them at once in 
compromises on the central doctrines of their faith? Can 
they conceivably be in earnest when they paint a picture 
of under-developed countries being peacefully assisted by 
the heavy industries of the capitalist West, when it is 
the central doctrine of Marxism that such a thing is an 
impossibility? Such a conception of the purpose of this 
conference simply does not fit in with the rest of the 
evidence. On the other hand the alternative explanation 
of why it has been called—in the hope of driving wedges 
between the Americans and their allies by the repetition 
of simple ideas and attractive half truths, and thus to 
give the Soviet Union a military advantage by disrupting 
the West’s attempt to make itself secure—fits in only too 
well. The intellectuals, youth, scientific and literary 
leaders, even the musicians have been called upon to play 
their part (sometimes unwittingly) in this campaign. Now 
it is the businessmen’s turn. In November the general 
council of the World Federation of Trade Unions asked 
for “united working-class action in the struggle for 
improved living standards and against the economic and 
social conseqtiences of war preparations.” That is for the 
workers of the world. For the middle-classes the slogan 
has yet to be coined—by the Moscow conference. For 
the Communist agitation among the workers needs the 
support of a crypto-communist campaign among 
businessmen. 

There may be some businessmen whose eyes are fully 
open to the purpose for which the conference has been 
called but who still feel tempted to go in order to provide 
an opposition within the conference and to insist on 
making anti-Communist speeches in Moscow itself. They 
should reflect on the position in which they will find 
themselves. 


representative. Most of those who go to Moscow will 


_ invited by self-appointed “ national 


The western delegations will not be 
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represent nobody but themselves. They have beep 
tory com- 
missions.” In short, the Communists and their friend 
have not only chosen the whole of the eastern delega- 
tions they have also at least negatively chosen the 
western delegations too—they have decided who shal} 
not be invited. The conference will, it is claimed, accept 
recommendations of working groups but its members 
will not be bound by the resolutions passed. What they 
will be is a foregone conclusion: less rearmament, 
more east-west trade, and co-operation between 
businessmen whose governments refuse to co-operate, 
Clearly the ayes will have it. Communist committee- 
work is very efficient. The contest, if there is 


, any opposition, will be a match between gentlemen 


and players which the professionals will. win casily 
and quickly. Any businessman who goes to Moscow in 
the belief that he will be able to strike an effective blow 
for anything that he believes in and the Communists do 
not is simply inviting the “ Agitprop ” experts to make 
a monkey of him—unless, indeed, he has very long ex- 
perience of the methods of arranging committees and 
engineering expressions of opinion, and even then he will 
find that he cannot so much as carry his own countrymen 
with him. 
* 


Is the door, then, to be slammed? Is there to be no 
response from the West to any Russian initiative? Is 
the chance that it might be genuine to be rejected 
because it may also be spurious? Is western business 
never to try to come to terms with the Soviets? Is the 
dream of living and letting live to be abandoned? 


By no means. It is possible to imagine an east-west 
economic conférence serving a really useful purpose. But, 
if it is to do so, two sets of conditions need to be observed. 
The first relates to timing. The present moment, with 
Western Europe in renewed dependence on American 
aid, with a presidential campaign beginning and with the 
war in the Far East hanging as an imminent threat over 
the harmony of the western alliance, is not the time when 
any man of good will should take any. action which, how- 
ever undeservedly, will certainly be used as evidence 
by the enemies of western unity, whether they be 
Communist propagandists, Bevanites or Republican 
isolationists. The time is not yet ; and if the shoe of the 
cold war is beginning to pinch east of the iron curtain, 
a year’s delay will certainly increase the chance of reason 
and moderation being found in the eastern delegations. 


Secondly, if there is to be such a conference it must be 
sponsored and held in such a way as to preclude the 
chances of propaganda. The invitations should be issued 
jointly by a Communist and a non-Communist body— 
say the International Chamber of Commerce. Whai °s 
called, in Continental parlance, the bureau of the conier- 
ence must equally be bipartisan, so that the choice of 
speakers, the wording of resolutions and generally the 
management of the conference, shall not be manipulated 
for propaganda purposes. And above all the delegations 
must be chosen by the existing and accepted organisa- 
tions of the different countries, so that the Kremlin does 
not have any say in who shall speak for British business. 

If, in a year’s time, the Communists suggest a confer- 
ence under conditions such as these, it might be a very 
good thing to accept. But the odds. are long against them 
doing anything of the sort. 
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It’s the wise man who knows that if you 
take care of your shoes your clothes will 
take care of themselves. 


Lotus shoes are made for such, having 
an eye to the fine points of appearance. 
Their leather, their lines, their workman- 
ship and multiple measurements provide 
each with the perfect fit. 


LOTUS SHOES 


FOR ALL MEN AND MOST OCCASIONS 



































“T think I’d like 
a White Horse 


better than anything” 














THE 2s TIMES 
REVIEW 
OF THE BRITISH 
COLONIES 


A quarterly journal 


Contents of the March Issue 


The Chinese in Malaya 
by Dr. Victor Purcell 


Catholic Missions in 
British Colonial Africa 
by Archbishop David Mathew 


Education in the West Indies 
by H. L. O. Flecker 


Population Increases 
in East Africa 
by C. J. Martin 


The Comet Airliner 


by The Times 
Aeronautical Correspondent 


The Commonwealth 
Sugar Agreement 


A Two-Chamber System in 
Colonial Constitutions : 
For and Against 


Resources of the 
Colonial Empire 
IV : Cocoa 


24 PAGBS PRICE 64. ILLUSTRATED 


Ansual Subscription rate — for 
the four issues — 2s. 6d. 


From all newsagents and bookstalls ; or direct 

from the Publisher, The Times, Printing House 

Square, London, EC 4, for 74d., including 
postage. 






































$10 


The British Economy, 1949-51 


"THE ECONOMIST, March 1, 9s) 





* 



































% Chan; 
Period Unit 1949 1950 1951 1950 Over | 195 a = 
National | = | 
ato neome | 
Gross national product at factor cost* .. Annual total | Index 1948=100| 107-5 112-5 120-5 +45 | 47-0 
Industrial Production 
Index of all industrial productiOn........ Monthly average me ae 107 116 119 + 8-5 9 
manu facturing production eeee ee ” ” ” ” 107 119 123 +10:6 5 5 
mining and quarrying.......... * ” os ” 103 104 107 + 0-9 -) 
Can) ... vawas ave can cad Ee be tee beeen Annual! total million tons 214-6 216-3 222-1 + 0-8 7 
Fler tescaey oi Fi sche hkg cick ocehed z. ‘ ’000 million kWh. 49-1 55-0 60-0 | +12-0 1 
Steel ingots and castings ......6...c000: “ <a million tons 15-5 16-3 15-7 + 4-7 4 
Cement Serer ey re ree Se ee @esteeeevs ” 7 e 9-2 9-8 10°2 + 5-9 i 8 
Cars and chassis... 2.60 c.<sceses eeoesecer * »s “000 412-3 §22-5 475-9 +26-7 | 8-9 
Commercial vehicles and chassis......... ” * ” 216-4 261-2 258-0 +20-7 L-2 
Metal-working machine tools.........06+ - ss * 44-1 44-9 52-3 + 1:8 | 6-4 
Internal combustion engines ........++ss » ” ” 243-6 316-8 400-7 +30°0 | 6°5 
’ 
Rayon (incl. other synthetic fibres) 
Staple fibre .. 1... sivcnvcccvescsecers . ” ” maillion Ib. 117-2 173-3 1672 +47-8 3°9 
Continuous filament yarn...........+ ‘ ” 0 0 ” 171-5 198-0 216-8 +15-5 “5 
Cotton and cotton waste yarns es oeenees ” ” ” ” 918-3 953-7 967-7 + 3-9 | 2 
Woollen and worsted yarns ...... evvees ‘ ” ” » 528-6 555-7 601-7 + 5-1 7 
Woven rayon and mixture cloth......... ” ” million linear yds. 587-6 707- 759-2 + 20-4 4 
cotton Cloths 65 ac kisdcceeawn tune os ; ” ” 2,002 -0 2,121: 2,199-6 T 6-0 / 37 
wool cloth (excl. blankets) ....... ” ” million square yds. 438 -6® 450-4 417-0 + 2-7 | i4 
Building | : 
New houses completed .......scceseeeee ‘ ” *000 197-6 198-2 194-8 + 0-3 | ( 
Agricultural Production Years ending | 
Groes OUTPOEN a6 ae ec cicewsccesuesaees . May 3lst Index 1948=100 104 109 110 + 4:5 0 
eg nbs, SNES OE a a op rat oa 108 100 107 — 75 | v 
Livestock products* jive ts es ede ene e* ” ? fy) ” 106 119 123 +12-0 s) 
INCE OTTIE? oo oak vanaanceuhe <Vedssees ” » ” * 104 108 108 + 3:5 
Employment 
Working population (total) Bie ate Rr ere « End of year 7000 22,962 23,185 23,426 + 1-0 | 1-0 
Armed forces 6 6. oS evo wo ko eee ae ‘i e io 725 752 852 + 3-7 | LS 3 
Civilian employment ....060-ceeessssens oe ” ” 21,866 22,105 22,221 + 1-2 Uy 
Coal maning..'6 0.22) 5.ce0cis as <ccn center Pe as a 781 762 771 — 2-4 | L-2 
Agriculture and fishing...........++«:s * ; ss 1,144 1,117 1,102 ee | — lv 
DMamrtlachsie 5 ogi hs'o'nns se sans kane “ a2 Pe 8,486 8,702 8,786 | + 2:5 | 1-0 
Distributive trades... oc ses ve cnccsceun os *» 2,590 2,640 2,645 + 1-9 | 0-2 
Covih GERGSGB. on 6k pis Oa os eo ee oa , ” 637 613 627 — 3:8 | ‘ 3 
Unemployment... ics ssnnee > osssngevess ee vs “ : 360 328 350 — 89 | Of 
- fy Peay PE ie “2 percentage 1-6 1-4 1-4 | 
Productivity 
General industrial (crude estimate)* ..... Monthly average | Index 1948=100 106 112 113 + 6-0 | L-0 
External Trade - 
UK imports (total) ....0.+00scteeeseass Annual! total & million 2,275 2,608 3,914 +14-7 | 0-0 
From dollar Qf60 \. vocwsy 0s00g0004s gee 2 ys ” " 501 480 776 “< 4-2 6 : 
F rom OEEC countries (excl. Ireland) e. o ry ’ 537 656 1,010 +22-2 J 0 
From sterling area........... sebncdes is € ine #3 852 990 1,400 +16-2 41-4 
Exports of UK products (total) ......... i> : re 1,786 2,171 2,580 +21-6 18 8 
5 Goblet ateias cos Fee ekki ie esd BS s i ; 167 281 325 +68-7 15:5 
To OEEC countries (excl. Ireland) . .... ‘ ‘ ‘ 398 544 614. | +36-7 12-9 
To sherlteg F085... 6 xiceovees Keke sins a “a ‘s # 929 1,035 1,309 +11°4 | 26 «9 
RECRDONE Ss ck RES SET Cas oh ot Koreas i “ + a 58 85 127 +46-1 | 2 
Volume of retained imports............. » ” Index 1948= 100 109 109 126 + 0-4 +15-9 
OK CWOS . ik ves sk ch des ses Ne ee Pie 110 127 13k | +15-7 3:3 
Finance 1.9 
Curie Clematis 635s a 05 «is a ee Monthly average £ million eon 1,255 1,302 + 0:6 3 f 
Wasik ached. icc) verses swine sang oe ee ,772 5,811 5931 | +07 | +21 
Exchequer revenue :-— ' 
Income tax and surtax.............-. Annual total a org 1,482 1,541 1630 | + 4:0 9°8 
Profits tax (incl. EPT) .....-....+.:- : éi ic sae 301 275 wo} = 87 | + 88 
Customs and excise duties rrre: Teen . ” ” Ty os 1,519 1,584 1,753 + 4-3 $i0-8 
Gold and dollar reserves... ......+.-2.0+ End of year US $ million — 1,688 3,300 ] 2,335 4+95°5 —29°2 
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: % Changes 
Period Unit 1949 1950 1951 1950 Over’ 1951 Over 
1949 1950 
Prices ie | 
tail. 2... 000s uss tue eneedaw eh eels sss Monthly average | Index’1948= 100 103 ' 106 116 + 247 4. 9-6 
Vholesale 1... esse eee ee tere reeceenseane ‘a ad as re 105 120 146 +14-] +21-8 
ports, total: i. .pbesie ee ea eh whe ced es is - a e 102 120 161 +17-°4 43-2 
raw materials |. 6.2. .<se es ceess = ie ie é 103 131 208 4+. 26-8 458-8 
| xports, total Terror et. Pr Sa ee ee ae ” ” 7 ” 103 109 130 a+ 6-2 -+.19-2 
berms Of trad@ ..ssccectecssteeesseseen os i ~ 99 109 123 +10-6 +12-6 
Wages 
Wave-rates, all Workers ....sccscesesses Weekly average e pe 103 105 113 + 1-8 + 8-1 
Wholesale Textile Trade 
otal home sales—valu@.. 2... ee eeceess Monthly average am jap ot 114 118 123 + 4-0 + 3-3 
Consumption 
‘tal personal consumption—volume* ... Annual Total pe *. 101-9 105-0 105-2 + 3-0 4+. 0-2 
tail sales of large shops—value ....... Weekly average a a 110 121 133 +10-4 + 9-4 
” ” volume* os a6 ”? ” 7] ” 105 } lil 109 + 5-5 = 2-0 











* Denotes an unofficial estimate at least for 1951 where statistics are incomplete. In addition, the 1951 index numbers of manufacturing 
id mining production and the 1951 output of machine tools are based on 1] months only. 
ictly comparable with later years but they have been adjusted as far as possible. 
nployment, electricity, wholesale and retail trades which are for Great Britain. 


1949 manpower figures are not in every way 
All figures-are for United Kingdom except for housing, 
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NOTES OF THE WEEK 


Folly 


Since Parliament reassembled a month ago the Labour 
party has provided no opportunity for doubting that its 
opposition would be incohereni and irresponsible. What was 
not clear until this week was the degree of ineptitude to 
which, under the lash of Mr Bevan and the Left wing, 
the leaders of the party would allow themselves to be driven. 
The result should have been easy to foresee. In the foreign 
affairs debate on Tuesday Mr Churchill did more than justify 
his fair warning that he had a full answer to the Opposition’s 
charges against his conduct of the Washington talks. He 
made the Labour party look about as foolish as any political 
party has ever looked. 


The party that has been accusing Mr Churchill of 
promising British support for American action against China 
is now shown itself to have been responsible, when Mr 
Morrison was Foreign Secretary, for a definite undertaking 
to the Americans. It was, in Mr Churchill’s words, that 

in the event of heavy air attacks from bases in China upon 

United Nations forces in Korea they [the British Govern- 


rent] would associate themselves with action not confined 
to Korea. 


There can be no criticism whatever of this statement. It is 
what any British Government would have said and would 
have meant. But the existence of this definite commitment, 
nine months old, makes it simply silly to attack Mr Churchill 
for saying that Britain would respond resolutely to fresh 
.Communist attacks in the Far East. The insinuations about 
more specific undertakings were entirely unsubstantiated. 


It is understandable that while he was in office Mr 
Morrison did not tell his party about his own undertaking. 
But it is quite inexcusable that he and Mr Attlee should 
have agreed to take up in opposition an attitude entirely in 
conflict with their own policies in office. And, however 
cynical the calculation, it is ridiculous to have done so 
when the inconsistency could be so plainly exposed. The 
incident will surely force the more sober members of the 
Labour party to reflect how little profit there may be in 
unrealistic opposition. A larger part of the party, unfortu- 
nately, is likely to be incensed with former Ministers, to feel 
cheated and let down. The more the moderates among the 
Labour leaders give way to Mr Bevan, the more humiliations 
of this kind they are likely to suffer. They may like to believe 
that they are swimming with the tide in order to be able 
to turn when the time is ripe ; but they look more as if they 
have lost control and are being submerged. 


* * * 


Delay 


It is a pity that Mr Crookshank on Monday made no 
attempt to explain why the Budget was being postponed from 
March 4th to March 11th. It was brought far forward of 
the normal date as an exceptional measure to match the close- 
ness of the crisis. Without this, the second stage of Mr 
Butler’s economic programme would have seemed hopelessly 
inadequate when he announced it a month ago. To let the 
date slip back again, even by one week, gives an impression 
of fumbling, a sense that the feeling of urgency is being 
allowed to pass. 
its effects are inevitably bad both at home and abroad. 


The Chancellor, at least, cannot be blind to this. The 
failure to give any explanation—even if it had to be a partial 
explanation—is a serious blunder. It was always quite 
obvious that the Treasury would be hard put to it to have 
s Budget ready by March 4th. But it is not clear why 
what seemed possible on January 29th should be, for any 
purely technical reasons, impossible now. It would have 


However good the reason for the delay, 


been easy enough to accept the delay if it had been announced 
last week, as soon as Parliament returned to work after the 
late King’s funeral. But it is hardly credible that the 
Treasury woke up to the inpracticability of the timetable 
only eight days before the end was due. Suspicions that the 
Cabinet is seriously divided about the broad lines of financial 
policy are therefore inevitable. At so late a stage, that js 
damaging. However wide of the mark the suspicions may 
be, they will prejudice the public’s—and even the Conserya- 
tive party’s—acceptance of such severe measures as Mr 
Butler does announce on March 11th. Ministers depending 
on a narrow majority, and governing in a crisis, cannot 
afford to make many such blunders. 


* * * 


Malaise 


The postponement of the Budget is unfortunately not 
the only thing of its kind. In other ways also the Govern- 
ment’s control of public affairs seems at present to be just 
a little behind events. That is a state which it is not easy 
to correct quickly. The postponement of the Budget, the 
deferment of the defence debate from this week to next, 
the delay. of business in progress caused by such accidents 
as half a day’s debate on Mr Hardie’s resignation from the 
Iron and Steel Corporation, the delay in putting the second 
reading of the National Health Service Bill back into the 
programme—all these things give an impression of malaise. 
It is the last impression that a newly elected government, 
staffed with Ministers who have been nourishing ideas in 
opposition for six years could wish to convey. There are 
extenuating circumstances, of which the King’s death is the 
chief. But the Governmént ought not to have been thrown 
off its balance for so long. 


It is often in minor ways that major disturbances make 
their sharpest effect in the House of Commons. The Govern- 
ment’s attempt to dispose of the second reading of the Export 
Guarantees Bill is an example. Debate was not finished 
when the Bill first came before the House. It was to have 
been disposed of on Monday night (or rather on Tuesday 
morning), but the House adjourned just before 2 a.m. with- 
out taking the Bill. It was therefore put down again for 
Wednesday at the tail-end of much other business. The 
repetition in business statements of the same stage of what 
is a relatively small Bill is taken as a sign that the Govern- 
ment’s plan of campaign is being frustrated. With so heavy 
a programme of business before it, the Government will find 
its supporters badly rattled if it allows this impression to 
remain, ; 


* * * 


Impudence 


One cannot help admiring the naive ingenuity of the 
Communist negotiators at Panmunjom when they claim that 
if the Soviet Union is not neutral in the Korean war, then 
no nation is. True, there is no evidence of the presence 
of Soviet ground forces in Korea; Stalin’s policy in us 
campaign seems to be to fight to the last Korean, or. if 
necessary, the last Chinese. But only last week, on Red 
Army Day, the Communist press was boasting of the 
successes in Korea of Soviet tanks and jet fighters ; and there 
has never been any secrecy about the steady flow of supplies 
of all kinds from Russia to the Communist armies, or 2"y 
doubt that General Kim 1 Sung’s disastrous adventure had 
the Kremlin’s blessing. The United Nations negotiators 
have all the more reason for resisting the demand that 


Russians shoukl be among the truce supervisors in South 
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Korea, since they had already renounced, at Commumnist 
insistence, the idea that the combatants themselves should 
share the task of supervision, and had agreed not only to 
se represented by such traditional neutrals as the Swiss 
and Scandinavians, but also to accept the Poles and Czechs, 
who are pledged up to the hilt in support of North Korea, 
as being “ neutrals” too. 


The demand for a Soviet share in truce supervision may 
gnly be a gambit intended to ensure that the Soviet Union 
is not left out of any eventual discussions on a Korean 
settlement. On the other hand, its sudden introduction at 
a point when the Panmunjom talks seemed to be making 
progress makes it difficult to dismiss the possibility that it 
is just another of the many devices for spinning the talks 
out that the Communists have exploited. The demand that 
all prisoners in UN hands must be forcibly repatriated is an 
even more obvious device of this kind; even Communist 
generals cannot really imagine that the United Nations could 
be so callous as to send the thousands of prisoners who wish 
to stay in the south back to face death or “ corrective labour.” 
The forced repatriations to Russia in 1945-46, and the mass 
suicides which ensued, are not yet forgotten. 


Further indications that the Communists expect no early 
truce have been provided this week by their new propaganda 
theme, the charge that American aircraft have dropped 
“ flies, fleas, ticks, — grasshoppers and spiders” 
carrying plague and cholera germs on North Korea. This 
charge, made formally by the Chinese and North Korean 
Foreign Ministers, “ spontaneously ” endorsed on the same 
day by numerous “ mass organisations,” and quickly taken 
up by the Soviet press and radio, is strongly reminiscent 
of the similar accusations of last May, which were launched 
with equal abruptness and efficiency and helped to distract 
attention from the loss of Seoul. Last year the accusation 
referred to smallpox, and UN intelligence found that this 
disease was in fact rife in the north. The new propaganda 
campaign may be simply intended to explain away the 
appearance of plague and cholera in Communist territory ; 
but its intensity also suggests the need to rekindle the fighting 
spirit of the Communist armies after a year without a single 
victory, 

- * . 


Unreality in Paris 


The fact that the crisis in France is a false one does not 
make it any the less serious. Its economy is now inherently 
strong enough to carry the rearmament and financial burdens 
which M. Faure’s government seeks to lay upon it. But as 
a result of purely inter-party squabbles and the lack of a 
sense of responsibility in the Chamber, the French Treasury 
has nearly reached the end of its funds, speculation has un- 
dermined the franc, and the prestige of democracy under the 
Fourth Republic has sunk to its lowest point ny By the 
time this issue appears, M. Faure may have secured the 
thirty or more votes of confidence which he was due to ask 
for on Friday night, in order to force the passage of his 
Finance Bill ; this introduces a 15 per cent increase in taxes, 
economies in capital expenditure amounting to 70 milliard 
francs, and. powers to ise social security and the 
nationalised railways. But even if he survives, which is not 
generally expected in Paris, the forces which have been at 
work during the past few days will remain in the field. The 
Socialists, who are at the root of the present trouble, refuse 
to accept the need for retrenchment, and the right wing 
parties are bitterly to the minimum needs of taxa- 
tion. Neither seems willi to make possible the normal give 
and take of compromise between parties inside the coalition. 


The fact is that the-blockage of the parliamentary machine 


has led to the breakdown of government in France. is 
a matter of real danger to France’ allies in the North 
Atlantic Treaty as well as to the French people. This politi- 
cal paralysis could yet undo much of the work done by the 
four foreign ministers in London two weeks ago and by the 


$13 


Atlantic Council in Lisbon. There is talk in Paris of a rapid 
solution to the crisis by means of a new government under 
M. Queuille, who has been backing M. Faure in his efforts 
to placate the Socialists, by the return of M. Pleven or by a 
nominal premiership under M. Herriot. The Gaullists still 
do not feel that the time is ripe for them to come to power 
and the Socialists are quite unwilling to lead a government 
on their own account. But unless an end can soon be put to 
the tendency of Frenchmen to shrug their shoulders at the 
perpetual impasse in their government, the cumulative effect 
of this situation may yet wreck the system itself. Perhaps 
the best hope is that the shock of a further devaluation of the 
franc, and the economic results which must follow from it, 
may change the mood of the Chamber before the false crisis 
becomes irretrievably real. 


* * * 


A Guarantee for Europe? 


Something—nobody knows just what—has suddenly 
sharpened the attention of both political parties to Britain’s 
relations with Europe. Men who cold-shouldered the Council 
of Europe and ed at the European army are now looking 
more closely at both. There is real concern on both sides 
of the House of Commons lest British policy, by some 
omission or blunder, should leave Western Germany to rearm 
in its own way and its own time, free from all the restraints 
that European institutions might provide. The deadlock 
that existed a fortnight ago between M. Schuman and Dr 
Adenauer, and still exists between Assembly and Bundestag, 
suddenly emphasised the risk that Britain might fail to create 
either an Atlantic or a European community. 

Hard on the heels of these new thoughts have come the 
"aege reports that M. Schuman wants, and may get, 
rom this country a “ guarantee” of the European defence 
community with which he: could overcome French fears of 
concessions to Germany. The technical objections of the 
professional diplomatist to the idea are probably impressive ; 
but the word “ guarantee” is obviously used not so much 
in a technical as in a moral.sense. This is a case where the 
Foreign Office should adopt the wartime slogan of a famous 
headquarters: “‘ The impossible takes a little longer.” What 
M. Schuman wants is a form of British participation 
either in the European defence community or in the treaty 
setting it up which will convince the French that they will 
not be left one day alone with the Germans. If the 
Americans, too, could find some way of association, it is likely 
that British official objections to French ideas would quickly 
fall away. 


What is needed now is a fresh study of the proposals for 4 
European defence community and a searching debate on 
them in the House of Coramons. A simple ABC of the EDC 
is given on page 531 of this issue, and even such a limited 
analysis shows that it is a much looser association, at any 
rate in its earlier stages, than many realise. It is precisely 
because it is loose that the French are dissatisfied with it, and 
ask why the British cannot slip on at least some of the harness, 
In finding the answer, Mr Eden needs all the help that 
informed public opinion can give him. It is quite useless to 
read passages of the Dunkirk and Brussels Treaties to an 
excited French Assembly. 


* * * 


Civil Spending 
With the publication of the vote on account, the esti- 


mates of total expenditure in the coming year are complete, 


although the detailed estimates of the seunae gue posters 
will not all appear for some weeks. The total civil expendi- 
ture shown in the vote on account, excluding the revenue 
departments, is estimated at £2,279 million. This is less 


by £260 million than the corresponding total, including 
sudkantaontien ti , for the present financial year ; but the saving 
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is illusory, for the so-called civil estimates include what is 
really defence expenditure on strategic reserves. As has 
already been announced, these reserves are to be drawn on 
in the next few months, and the effect is shown in an 


estimated reduction of £132 million in strategic purchases 
of food and raw materials. 


The remaining £130 million of saving is largely made up 
of reductions in the estimates for the Ministries of Food, 
Materials and National Insurance, Of these, the reduction 
of £55 million in the Ministry of Food’s vote does not 
mean a reduction of that amount in the food subsidies. The 
vote is largely made up of the Ministry’s trading account, 
and the fall probably reflects simply reduced food purchases 
for normal consumption. The future of the food subsidies 
will not be known before the Budget. The reduction of 
£50 million in the Ministry of Materials vote can be explained 
similarly. The reduction of £40 million in the vote for 
the Ministry of National Insurance represents the first full 
year’s savings on the Exchequer’s contribution to the national 
insurance fund brought about by last year’s National Insur- 
ance Act. This also is of minor practical effect. Since the 
surplus on the insurance fund’s working for the year—that is, 
the saving that the nation accomplishes in that way—will be 
£40 million less, the saving that is accomplished by the 
surplus on the Budget itself will have to be correspondingly 
larger if it is to close the inflationary gap. 


Mr Butler said a month ago that civil expenditure would 
be stabilised in money terms and therefore reduced in 
real terms. The vote on account roughly bears this out 
on the assumption that by March 31st the departments will 
this year have spent almost up to the total of their revised 
estimates. From the following table, which gives a rough 
outline of the cost of the social services to the Exchequer, 
it will be seen that each service other than food and insurance 
shows a slight increase in its estimate, but not nearly enough 
to cover the whole rise in the cost of living: — 





1951-52 1952-53 
£ Million 
Ministry of Food (including food production 
services of Ministry of Agriculture)....... 458-2 406-3 
Ministry of National Insurance ........ res 179-3 139-9 
National Health Service .......scceeeeeee 599-5 402-3 
Education (including grants to universities 
and for science and the arts) ........... 255-8 262-9 
National Assistance Board ........es.e00+ 100-1 104-9 
Housing 666053 < sae ee es 60-3 61-5 
Child Care (including approved schools) .... 8-5 9-0 
g _ Reprecgatane Preemie crane parca nie Feary te 1461-7 1,386°8 


It will be seen that, in spite of the new charges estimated 
to bring in {£20 million, the cost of the health service has 
just passed the £400 million limit. Presumably, therefore, 


the cost of running the hospitals has been allowed to rise 
by roughly this amouait. 


Defence Spending 


The estimates for the three Services and the Ministry 
of Defence fill out the sketch of this year’s rearmament 
programme given in the White Paper last week. The Air 
Force has been allowed to suffer least from the slowing down 
of rearmament. Its “ most urgent requirements ” are said to 
have “ first call on the national resources.” This presumably 
means that every effort will still be made to give the aircraft 
factories, at least, all the manpower and components they can 
use ; but, in order to allow exports to increase, the production 
of many types of equipment for the other Services will be 
expanded less quickly than had been intended. Many of 
ae cree ee ee 
1952-53. In spite of slowing down, expenditure on 
ermaments and stores is expected to rise (compared with last 


. Steel industry to private 
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yet estimates) by some £246 million. The Air Force wij] 
ve a smaller share in this immediate extra production than 
the Army, whose ex ture under this heading is to r¢ 
by nearly £100 million, to £216 million ; the Air Force's 


‘estimated spending on armaments and stores is up from 


£117 million to £191 million, and the Navy's from (145 
million to £219 million. : 


Tota, DEFENCE EXPENDITURE 
' (Exc.upinc Ministry oF Suppty Vore) 




















(Thousands) 
1948-49 | 1949-50 | 1950-51 1951-52 | 1952-53" 

: . ; £ 
Pay, etc. of Regular Forces 19h 678 iste ee 242,081 | 24 
Pay, etc., of Reserves..... 8,250 10,949 12,523 18,520 j}  2l 
Departmental Overheads .. 18,391 20,281 24,185 36,693 45 
Pay, etc., of Civilians ..... 67,407 67,890 77,842 | 82 
Movements .. 2.6: +0. sees 41,596 42,957 48,057 4 
REE NOS ere 72,019 71,718 77,315 | 118,700 | 134 
Armaments and Stores... .. 147,805 192,810 250,003 379, 62° 
Works (incl. married gtrs.). 52,924 52,859 54,528 84,827 | lis 
Miscellaneous ............ 106,306 26,249 259 43,352 | 40: 

Wiike ioks ect 708,776 | 678,015 | 759,070 | 1,050,062 | 1,365,710 
Total Uniformed Manpower | 

ee POC RE Te: 846 | 770 690 827 | 1,023 











* First estimate. 


Expenditure on works is to be heavily concentrated this 
year on the Air Force, which accounts for £73 million of the 
total £119 million. The other two Services show only small 
increases in this category of spending, and on supplies they 
will spend slightly less than was estimated last year—while 
the Air Force spends {£25 million more. Under the remain- 
ing broad heads, as the accompanying table shows, the total 
expenditure of the Services is not rising very sharply in spite 
of higher costs. : 

The total estimates are: Admiralty, £357 million (against 
last year’s total estimate of £279 2 illion) ; War Office £522 
million (£429 million); Air Ministry £468 million ({331 
million) ; Ministry of Defence £17 ion (£12 millon). 
The Ministry of Supply’s estimate of £99 million for defence 
(against £82 million last year) brings the total defence 
estimate up to £1,462 million (against £1,132 million). Of 
this, £85 million is po be regarded as the sterling equivalent 
of American aid. 


x * * 


Mr Hardie’s Defenders 


The Labour party did neither itself nor Mr Hardie any 
service by its attempt on Monday to prove that the chairman 
of the Iron and Steel Corporation had been forced to resign 
by the Minister of Supply. Labour members relied on two 
lines of argument. One was simply that the Conservatives 
had conducted a personal vendetta against Mr Hardie 
because, as a millionaire and a Socialist, he was regarded by 
them as a traitor to his class. The second, and rather less 
disreputable, argument was that Mr Hardie had been pre- 
vented from serving the nation by the Minister’s order ‘ast 
November that all the corporation’s decisions should be 
referred to him for approval—an order, the critics claimed, 
which in effect said “ Do ing.” But the former Minister 
of Supply, Mr Strauss, himself undid this argument by 
admitting that, as the Government had decided to restore the 
ownership, it was not to be expecied 
that the corporation would be allowed to mix up the omelette 
still more in the meantime. His attack, in short, was on the 
decision to denationalise, and had nothing to do with the 
particular issue. If Mr Strauss had been speaking from the 
Government benches he could hardly have demolished more 
effectively the argument that it was a shame Mr Hardie }:2d 
not been allowed to get on with his job. 

The Minister of Supply had no di in answering Mr 
Hardie’s letter of resignation point by He said that 
he was in disagreement with the corporation (as distinct 
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‘com Mr Hardie) on one issue ie decision to end 


sue only—the 
‘he subsidy on imported finished steel ; but as the Labour 


Government had taken the same view, that hardly justified 


Mr Hardie’s resignation at this late stage. On the question 


vhether steel prices should be raised to cover the cost of 
importing ished steel and raw materials, it was Mr 
Hardie, not the Minister, who disagreed with the rest of 
‘he corporation. Finally, the Mimister asserted that Mr 
Hardie had made no concrete suggestions for him to oppose, 
ind that the corporation (realistically per 
ily minor proposals, all but two of which he had accepted. 

The days of the corporation are presumably numbered, 
ind it was natural for Mr Hardie to make what he could of 
he situation by resigning on a point of principle rather than 
waiting until his job disappeared. But it is a pity that the 
olitical controversy about nationalisation can crystallise on 
‘he people who are willing to take office in the public corpora- 
ons, and it seems umwise for a Socialist to make this dis- 
.dvantage of socialism so glaringly obvious. 


* * * 


Preliminaries in Cairo 


The Egyptian Prime Minister, Aly Maher Pasha, is 
oday due to meet the British Ambassador, Sir Ralph 
Stevenson, for talks which the former has described as a 
“ preliminary phase” to negotiation. Meantime, he has spent 
4 week communing with interested parties who range from 
vehement deputations of Cairo students on the one hand to 
Pakistan’s dispassionate and hard-headed Foreign Minister, 
Sir Zafrullah Khan, on the other. Aly Maher has publicly 
stated that “on our part, we shall accept nothing short of 
the basis the country unanimously agreed upon, namely, 
evacuation and unity.” In view of the smallness of. his 
assured personal following, and of the Wafd majority in 
Parliament which could so easily shout down a moderate 
policy, he could not have said less and stayed in power. But 
the statement does not leave him much room for manceuvre ; 
and the British negotiators, too, are restricted. Unless they 
say and do things which reveal clearly to the Egyptians that 
Aly Maher’s methods produce better results in London than 
those of his violent predecessor, they cannot expect to see 
him hold his job. And they must not expect ever to see a 


more competent and more honest Egyptian cabinet than the 
present one. 


_ The way out of the defence dilemma is not impossible to 
loresee. It lies in an association of wider interests than those 
of Britain and Egypt only. It is likely to consist, therefore, 
in some multi-power scheme for Middle East defence. This, 
as Sir Zafrullah said before leaving Cairo, will “ obviously 
not be complete without a number of countries lying to the 
east joining it,” If Pakistan’s right hand—at present tied 
behind its back by the Kashmir dispute—were freed, the 
defence position on the Canal would be easier to arrange, 
and far more sure. Extensions westward are also envisaged. 


haps) had made - 
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Aly Maher has stated, in a broadcast to the United States, 
that “we are prepared to co-operate completely and sincerely 
through a strong regional organisation. . . . : 
‘ It is over the Sudan that solutions are more difficult to 
envisage. The Sudanese are greatly increasing the difficulty 
their inability to decide what they want. This failing is 
illustrated by their ted divisions and sub-<divisions into 
a@ greater confusion of small parties, each wanting a solution 
that is a pastel shade different from that of its rival. No 
one, except Egypt, wants to force them into any particular 
mould ; but no one can ‘satisfactorily assist towards self- 
determination a people that is itself so incapable of framing. 
a shape for its destiny. 


* * * 


Trade with the Communists 


The United States is still worried about the export of 
strategic goods to the USSR and other Communist coyntries, 
despite the operation of the Battle Act, which empowers its 
“ executor” to cut off aid to any country that sells them 
“strategic materials.” Washington believes that certain 
goods sent to Europe to help the defence programmes of 
allies have found their way through the iron curtain. To 
stop this traffic a joint agreement has been signed by the 
United States, Britain and nine other western countries, 
including France, Germany and Belgium. This provides that 





Traps WITH THE CoMMUNISTS 


























($ Million) 
i ‘ poo 
Exports i Imports 
1951 1951 
1 gg PES RATERS 
| Otrly. Qtrly. | i 
| Average: Ist nd Bred jAverage; Ist 2nd ord 
Qtr. | Qtr | Qtr | | Qtr. | Qtr. | Qtr. 
Britain :-— | 
3. Serer 10-0 8-4 7-8 1 33-4 | 24-0 | 35-8 | 5-G | 39-2 
GON oun cc cau 2°5 3-6 3-2 +3 1-6 : $-1 29 | Oi 
Satellites®...... ll-7 14-0 12-2 $- 19-2 23-0 | 4-3 | 4-3 
‘ 
United States :-— 
CIR h.ceccese 0-3 oe aoe 9-6 5-7 6-7 6-4 
CK ive oc0s 17-5 | 12-3 7-0 7-9 | 37-4 | MT 9-4 7-8 
Satellites*...... 6-4 1-6 2-4 10-5 | 13-3 9-9 6-2 
France :— i 
i Pee “7 0-2 0-7 0-8 1-2} 17 2-1 -$ 
ee ee eee 0-8 1-0 0-s 0-1 1-4 4-6 8-4 3 
Satellites*...... 8-0 7-3 | 10-3 6-6 7-0 | 10-1 7-é : 
Germany :— 
USER, 6c cc cies oie wos ons at a Be 
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* Albania, Bulgaria, Czechoslovakia, Hungary, Poland and Rumania. 





no imports of a strategic nature from any signatory country 
will be re-exported without that country’s permission. 
intention is, in the words of the US Secretary of Commero 
to ensure that strategic goods “ go where they are somal 
to go and stay there.” 
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The Battle Act came into operation only last January and 
it is too early to see what effect it has had on east-west 
exchanges. The accompanying table shows the trade of the 
United States, Britain, France and Germany with iron cur- 
tain countries in 1950 and in the first nine months of last 
year, Britain has the largest trade with the USSR, China 
and the satellites and it has an import surplus with each of 
them. Exports to both China and the satellites declined 
during 1951, but exports to the USSR increased sharply in 
the third quarter. This was due to shipments of rubber 
which were previously sent from Malaya ; the annual quan- 
tty is still being kept below 100,000°tons which is considered 
normal civilian requirements for the USSR. America sent 
nothing to the USSR last year but continued to import 
Russian goods on a fairly large scale. Its trade with China 
and the satellites has tended to decline, though its exports 
to China were still mugh larger than Britain’s. France’s 
trade with the USSR is small, though its imports from that 
country increased in 19§1 ; larger imports were also received 
from @hina and the satellites. German imports from China 
rose sharply last year, especially in the third quarter, but 
Germany’s trade with the satellite countries was smaller 
than in 19§0. 


The only striking feature on the export side was the 
sudden rise in British shipments to the USSR but this does 
not mean that the Russians are getting more rubber. What 
seems to have escaped notice is the fact that the United 
States, through its import surplus with the Russians, is pro- 
viding them with a universally accepted currency that is an 
important means of fostering illegal transactions. 


* * * 


Instalment Buying for German Defence 


Both the German Minister of Finance, Dr Schaeffer, 
and the heads of the Atlantic alliance declare themselves 
satisfied with the agreement on Germany’s defence contribu- 
tion which was reached this week.. A week previously the 
divergence between them amounted to a total of over DM1.5 
billion and this sudden solution ‘is too good to be true. 
Clearly the satisfactory result of the final negotiations has 
only been reached by juggling and leaves room for different 
interpretations. Optimism should be restrained until it is 
seen precisely what Dr Schaeffer meant when he told a press 
conference that all Germany’s requirements had been met, 
and that the disputed question whether economic aid to 
Berlin counts as defence expenditure had been left open. 


The present agreement has been made possible by accept- 
ing the fact that there will be no European Defence Com- 
munity until August 1st at the earliest. Germany will go 
on. paying occupation costs until then, at a rate which the 
occupation powers will try to keep down to DMs500 million 
a month. Germany’s contribution to defence has now been 
broken down into monthly instalments, instead of being 
assessed as a lump sum for the Nato year beginning on 
July. rst. The monthly amount which Germany has under- 

‘taken to pay after August Ist, on the assumption that the 
EDC comes into force at that date, is DM850 million. To 
this will be added. the expenditure on Berlin—according to 
the Nato idea of the agreement, only that part which the 
three wise men regard as legitimate defence expenditure— 
the mobile police, frontier guards, customs service and 
pensions to former regulars of the Wehrmacht. Whether the 
total sum for the Nato year will really amount to the DM11.25 
billion proposed by them depends upon whether Dr Schaeffer 
has really agreed to count only a small proportion of the 
money spent on Berlin as part of Germany’s contribution. 


The Germans, who are interested to know what taxes they 
will have to pay, have been given a computation based on 
their financial year and an a$surance that no fresh taxation 
will be needed. On the optimistic assumption that occupa- 
tion costs will not be above DM500 million a month until 
ghey end, the total for the German budget year beginning 


THE ECONOMIST, March 1, 10) 


on April 1st will be DM8.8 billion, to which will be addeq 
all or part of the cost of Berlin, police and the rest. 

One point of particular interest to Britain seems to haye 
been left for the European Defence Community to decide 
when it is formed. ‘That is how much the Germans \jj] 
pay towards the expense of maintaining non-German 1100p; 
in their country after the occupation regime ends and 
Germany is paying for its own army. There is a general 
conviction in Bonn that, if the present occupation powers 
were forced to provide for themselves entirely, they would 
prove much more thrifty than hitherto. If German funds 
were eventually stopped, Britain would be forced to bear an 
additional £180 million a year, which might have to be paid 
in gold. Though this matter is hypothetical and distant, ir 
cannot be ignored in the present negotiations on Germany’s 
future. 

* + . 


To Swell or to Hop 


Mr Macmillan made out a good case for the Town 
Development Bill on the occasion of its second reading. He 
accepted the view that a considerable dispersal of both 
population and industry from the large cities was desirable ; 
and added that “ if towns are not allowed to swell, they must 
be ——— to hop ”—which pithily states the Bill's 
purpose. He promised support for the rapid development 
of the new towns, where housing is at last getting into its 
stride ; and he claimed that the Bill will enable the general 
policy of dispersal to be carried on “ with a fresh momentum 
and on a wider front.” 


This speech should establish the Minister’s credentials as 
a subscriber to the central aims of town and country plan- 
ning. But is it consistent with his housing policy ? Probably 
the quickest route to more houses would be to let the LCC 
and the larger towns go full speed ahead with building, 
whereas the aim of this Bill is to shift building to the smaller 
county districts. It is true that the “exporting ” towns are 
expected to do much of the building in the new areas and 
to contribute to the cost. But will they respond to the 
invitation ? If they do so they are sure to insist, as the 
LCC is already doing, that the housing which they finance 
shall be reserved for their own waiting lists. This arrange- 
ment would create more long-distance dormitories for city 
workers. It cannot be squared with the aim of establishing 
a sound industrial basis for new and expanded towns, upon 
which the Minister is also rightly insistent. 


There is a danger that the present Bill will be satisfactory 
on paper and of little worth in practice. If the Minister is 
in earnest about planning aims, he ought to canvass more 
radical methods. One such would be to allow large local 
authorities like the LCC and Manchester to build new towns 
of their own. Another and preferable method would be to 
establish a regional housing authority for London, and 
perhaps other regions as well, to secure the speed and 
economy of large-scale operation whilé building in several 
places simultaneously. The local authorities do not like this 
idea ; but the complications and mutual jealousies of the 
local government system are such that it may be the only 
way to get houses built both quickly and in the right places. 


* * * 


Victory for Commonsense 


The real victory in the long struggle over identity cards 
was won last summer when Clarence Willcock tested 
in the High Court the right of the police to ask people to 
produce their identity cards. Although he lost his case, the 
judges’ — — use of wartime epee for peace- 
time purposes force e police to e their practices. 
No longer could a emabiding person hogan a for his identity 
card because, for instance, he had left his car too long in 4 
public street. After this, it was only stubbornness on the 
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OIL AND THE WATERFALL 


THE 22-million-gallon-a-day “ waterfall” in each of 
these cooling towers at Anglo-Iranian’s oil refinery in 
South Wales is part of an expansion project that has 
already raised the refinery’s production to twelve times 
its pre-war rate. This in turn forms part of a greater 
expansion programme on a world-wide scale. Anglo- 
Iranian and its associated companies operate nine 
refineries in the United Kingdom, France, Germany, 
Italy and Australia. 
into production in Belgium and another new refinery 
is under construction now in the United Kingdom. 


A tenth refinery has just gone 
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The Cyprus Co., Lid., Drew, Brown Ltd. (Caneda), 
Sandilands Buttery & Co. Lid. (Malaya), and C. Tennant Sons & Co., 
of New York, as well as with the associates of The British Metal 

Corporation Lid., Australia, Canada, India and South Africa. 


The Group provides manufac- 
turers and producers of finished 
articles and raw commodities 
with an economical method of 
marketing their products 


throughout the world. Expert 
knowledge in distribution and 
salesmanship is available 
through the various onits of 
the Group. 
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part of the Labour Government that made it retain identity 
cards for administrative purposes—stubbornness and an éver- 
willingness to prefer the convenience of the administrator 
to that of the ordinary citizen. 


It hardly, therefore, became Mr Marquand and Mr Shin- 
well to rise in protest at Mr Crookshank’s mild taunt when 
he announced the end of identity cards last week. If Labour 
Ministers really believed in the permanent value of the 
system, they ought to have passed permanent legislation con- 
tinuing it. A case might indeed have been made for continu- 
ing the national register, as distinct from the identity cards 
themselves, for it has been a useful means of providing 
information normally only obtainable every ten years by the 
census. But when economy is necessary, the Government is 
right to scrap the whole registration machinery—and save 
thereby 1,500 people in staff and about £500,000 in cost. 


It is true that there can be no immediate bonfire of identity 
cards. Mr Crookshank was not able to follow the example 
of Mr Harold Wilson when announcing the end of clothes 
rationing and flourish his own torn identity card in the House. 
For numbers are essential to the working of part of the 
health service, and since the majority of the over forty 


million medical cards already have. national registration. 


numbers, they will be retained for this purpose alone and 
will be renamed national health service numbers. Identity 
cards will thus wither away rather than disappear overnight. 
But their passing nevertheless marks a notable victory over 
bureaucracy. 


* * * 


The Married on Marriage 


Not everyone will agree with the opinion of the Married 
Women’s Association, stated in evidence to the Royal Com- 
mission on Marriage and Divorce, that “the fundamental 
cause of disharmony in marriage is the gravely unsatisfactory 
economic position between the spouses existing at present.” 
Are not quarrels over money as likely to be an overt symp- 
tom of disharmony as its cause ? 


But even if the proposition could be accepted, the associa- 
tion’s remedies are surely dubious. It recommends that-each 
partner to a valid marriage contract should be under a legal 
obligation to disclose to the other prenuptial liabilities and 
assets, and if disclosure is not ade within three calendar 
months there should be right of recourse to a court. Further, 
common law maintenance of the wife must include something 
for her personal allowance, which she can spend without 
accountability on all “proper purposes.” Husbands will 
note that “excessive expenditure on gambling, smoking or 
alcoholic indulgence and the like shall not be deemed a proper 
outlay of such allowance.” They will also note that “ wilfully 
inefficient housekeeping should become punishable by law.” 


Doubtless the association can make out a case for its 
recommendations. But how they will save more marriages, 
which should be the real purpose of both it and the Royal 
Commission, is somewhat obscure. One would have thought 
that once delicate matters like the housekeeping purse were 
wrangled over in court instead of privately the marriage in 
question was doomed. 


* * * 


Help Not Wanted 


It is ironic that, at a time when the European members 
of Nato are competing for slices of American economic 
and military aid, nations in other parts of the world should 
be brusquely rejecting it. A United States mission to Mexico 
returned last week after the breakdown of negotiations 
on military aid for that country, and almost simultaneously 
the Indonesian government resigned as a result of differences 
between the ministers about the acceptance of US economic 


aid. 
enter into firm agreements 





THE ECONOMIST, March 1, 10:: 


Ireland, Burma and Persia have shown reluctance to 

about aid, and Mexico’s exam)|e 
well lead to further hesitation on the part of Chile nd 
other Latin American countries. can hardly 
be blamed if they feel that, as long as. themselves have 
to achieve American aid, it is illogical | Others should 
have it thrust upon them. 

To some extent the difficulties have arisen from the Uni... 
States Congress’s insistence that recipients of either mili:. 
or economic aid must now undertake to play their pari in 
the free world’s common effort to maintain peace. The va)uc 
of such vague undertakings is questionable ; and there i: 10 
doubt about their embarrassing aspects. Any governmcnt 
which countersigns the formulae required by the Mu:i:! 
Security Act-is presenting its domestic critics with an exc:/- 
lent opportunity of accusing it of being under Americ2n 
domination. But the problem only becomes serious where 
the recipient governments themselves are unstable. Elections 
were imminent in Burma and Persia when the question of 
giving these undertakings arose ; in Mexico and Chile they 
have yet to be held, and it is generally assumed in Mexico 
that discussions on military aid will be reopened when the 
votes have been counted. In most cases, therefore. the 
difficulties involved in accepting American help are likely 
to be solved before very long; but it is hard to resist the 
conclusion that, given a little more flexibility, particularly 
in the matter of timing, they need never have arisen. 


<I ©. 


* * * 


Pressure on Indonesia 


Last Saturday the ten-month-old Indonesian cabinet of 
Dr Sukiman bowed to the storm and resigned over the terms 
on which aid was to have been received from the United 
States. The dispute began at the end of January when 
Indonesia asked the Americans if, in spite of the change from 
the Economic Co-operation Administration to the Mutual 
Security Agency, it could go on receiving aid on the old 
terms. Indonesian spokesmen emphasised that they could not 
accept aid on conditions identical with those applied to 
countries to which America intended to give primarily 
military rather than economic assistance, particularly as the 
economic development for which American money would be 
used would be exactly the same as before the MSA came into 
being. 

In the end, Dr Subardjo, the Foreign Minister, accepted 
the American terms, although with much misgiving. Com- 
pared with $16 million received during the past two years, 
Indonesia is promised another $8 million before the end of 
June. As soon as his action became known, however. a 
political storm developed in Jakarta and threatened to engulf 
the whole government. The cabinet had already courted 
severe unpopularity by signing the peace treaty with Japan 
at San Francisco—it has not yet dared to Betfoduce it into 
the Assembly for ratification—and by failing to secure the 
cession of West New Guinea from the Dutch at The Hazue 
conference. Dr Subardjo thereupon resigned; but the 
whole government has since also found its position untenable. 


* 


The difficulty in Indonesia is that a small group of 
moderate and intelligent men stand at the head of a weak 
political structure, in which Communist propaganda, 
prejudice against western Baap goer and fear of being 
dragged into war alike play on the minds of a volatile pol): a! 
community. Since ileneiiaats was obtained at the be: :0- 
ning of 1950, Indonesia has on the whole been fortunat: '0 
its rulers, and they have done a good job in difficult circs™- 
stances. But cannot afford to make mistakes, and |. 2°! 
of all can they afford a foreign policy which may be ma: '0 
appear to be dictated by a stronger western world. 

It is probable that a new cabinet wilt.be formed on a {°°'s 


t 


_ very similar to the old, that American aid will in fact continue, 
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and that Indonesia will honour the terms signed by Dr 
Subardjo. The present group of leaders has no intention 
of committing Indonesia to the Communist camp. But the 
events of the past month should be a warning to western 
.tatesmen that they cannot afford to force the hands of those 
who are willing to associate with them in Asia. If too much 
oressure is again put upon a middle-of-the-road government 
in Jakarta, this will be a trump card for the Communists, who 
are beginning to gain strength again after the blow dealt 
against them by the widespread arrests of last August. 


* * * 


The Commonwealth and Nato 


In the Australian House of Representatives at the end 
of last week Mr Casey, the Minister for External Affairs, 
.poke of the risk that-some members of the Commonwealth 
might soon be in closer touch with other Nato countries than 
with other members of the Commonwealth. There was a 
danger, he claimed, of the interests of countries like Australia 
being overlooked by members of Nato, whose decisions must 
inevitably affect the rest of the outside world in many ways. 
[wo Commonwealth members only belong to Nato, Britain 
and Canada, But the principle about which Mr Casey speaks 
is the same as that involved every time Britain makes any 
move to ally itself more closely with its neighbours in 
Western Europe, as, for instance, through the Brussels and 
Dunkirk Treaties. And in this respect there have always 
been ee of view. One, particularly in Britain, holds 
that the United Ki must not commit itself too 
in Western Basape Weceios to. do so is to abandon ee 
participation in Commonwealth strategy. The other puts its 
emphasis on the fact that, if the Commonwealth is to con- 
tinue to mean what it has in the past, its younger members 
cannot afford to stand aside if Britain is at war ; hence, any 
steps which Britain may take through alliance with its imme- 
diate neighbours to deter aggressors and stop war are to the 
advantage of the Commonwealth as a whole. The second is 
the more realistic point of view, and there can in fact be 
little doubt that British and Canadian participation in the 
Atlantic Pact is applauded rather than condemned by most 
people in the Commonwealth. 


At the same time, it must be recognised that certain funda- 
mental relationships within the Commonwealth are changing, 
through the strengthening of the younger countries co 
with Britain. In the past, with the main weight of the defence 
burden falling on Britain, the other members of the Com- 
monwealth have been able to subsist with relatively modest 
forces, in the know that any aggressor would also have 
to reckon with the United Kingdom. Today, while the power 
of Britain is tees sham tt is, Ghirtiee Pacthie meabers of the 
ra Australia and New niger have entered 
into spec ence arrangements wi United States, 
which are technically quite independent of any action that 
Britain might take in the event of an attack in their area. 
This has created a situation in which Britain may now lose 
touch with the detailed factors affecting the safety of the out- 
lying members, 

If the Commonwealth is to benefit and not suffer from 
these developments, the free flow of information between its 
capitals becomes more important than ever. If it cannot also 


be full, then the need for uent personal contact between 
Commonwealth ministers is ious. 


* * * 


Sir Hubert Hendeteon 


Sir Hubert Henderson, who died last week, was one of 
the brilliant band of political economists who peal in 
Cambridge in the early years of the present century. The 
term is used advi » for all of them—and Henderson per- 
haps most of all—were from their ut uate days active 


in public affairs. His only published book is a pellucid 
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treatise on the theory of value, but this was, as it were, an 
accident, and his mind was never fer from the stage of 
events. His life, like that of his contemporaries, was spent in 
alternation between the universities and public service. Three 
times he was called to Whitehall and three times he returned 
either to Cambridge or to Oxford, He also had an interlude 
—certainly not the least brilliant and fruitful period of his 
life—in journalism as editor of the Nation during Keynes’s 
proprietorship, 

The first word that comes to mind in connection with 
Hubert Henderson is charm. It was, in some ways, a decep- 
tive charm, since it masked formidable controversial talents. 
It was a pleasure, for those who knew him, to watch him with 
his modest smile and feigned stupidity luring an opponent 
on to his destruction. Henderson was often in controversy 
because his views fitted into no recognised pattern. Starting 
as a radical, he had moved by the end of his life into a posi- 
tion that would generally be accounted that of the right 
wing ; but on some issues, notably those that came to the 
surface at Bretton Woods, he could still find allies on the 
extreme left wing. There was never the tedium of the pre- 
dictable about anything he said or wrote. 


Henderson migrated from Cambridge to Oxford in the 
middle twenties. In his later years he occupied the Drum- 
mond chair, and he had been elected, but never installed, as 
Warden of All Souls College. He died within sight of that 
promised land. 











The New Government 


When three weeks ago we were told that Lord Derby 
was prepared to take office if called upon, and was ready 
with his list of Cabinet Ministers, we were lost in con- 
jecture as to who these hitherto unheard of and unguessed 
at individuals could be. We might have puzzled our 
i] brains till doomsday without making even a distant 
approximation to the truth. Such a body of “village 
Hampdens,” “ guiltless Cromwells,” and “ mute inglorious 
Miltons,” as Lord Derby’s new Ministry, were probably 
never called upon to govern a great country. . . . Though 
we confess our uneasiness at seeing the destinies of this 
great nation committed at such a crisis to men so untried, ff 
and in all probability, so incompetent ... yet we draw ff 
one consolation from the list of ministerial appointments, fF 
viz., how feeble, effete, and near to extinction the Tory 
party must be. From a political faction in which Mr ff 
Disraeli, Lord John Manners, and Sir John Pakington 
are great guns, the country, if it be true to itself, has litle 
to fear. Our march forward may be more rapid... f§ 
when the opponents of movement are in office. The — } 
Liberal party may be consolidated, united, and recruited ff 
while in opposition, and the Tories may only display their f 
weakness, while handling the reins of power. It is too 
soon to speculate on the turn which affairs may take. ... 
For one thing, however, we are especially and earnestly 
concerned, which is, that every man shall so act during 
this crisis that the commonwealth shall not suffer either 
in its material interests or in the character of its: public 

i 
} 








men. ... The corresponding ministerial difficulties of last 
year served only to bring out the unsullied honour and 
unselfish patriotism of our leading men into stronger and 
brighter light. No man impaired his influence ; no man 
dirtied his hands. We hope and believe it may be the 
same now. We trust that no man among the defeated 
party can be found disposed to risk the safety or under- 
mine the welfare of the country by depriving the actual 
Ministers of the means of adequately and promptly meet- 
ing the national emergencies ; that no man will stain or 
hazard his' reputation by joining with those whose opinions 
he does not share, and whose principles he cannot respect. 


Che Economist 
February 28, 1852 


} 
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Letters to the Editor 


How to Grow More Food 


Sir,-In your ‘second article you 
discuss the possibility of raising output 
by a tax on farm land. May I suggest 
that another method of raising more food 
would be to place really high taxes on 
undeveloped or only partially developed 
land? All landowners, other than 
farmers, can neglect their land without 
any interference ; and if the land which 
is now lying fallow, or being let for 
“summer grazing” only, or kept for 
amenity or the pasturing of ponies, was 
brought into full food production, it 
would go a long way towards solving 
the problem of providing food for live- 
stock. In sections such as this, on the 
edge of a built-up area, a really large 
acreage of potential farm land is held by 
speculators as a nearly tax-free invest- 
ment. In present conditions and legisla- 
tion, they have every incentive not to 
ellow this land to be developed properly 3 
and this seems to be against the national 
interest and equity. 


I would put forward the suggestion 
that all land over, say, an individual 
holding of one acre of garden should be 
subject to a fairly high land tax which 
would be a real disincentive for keeping 
land out of food production. If the land 
is farmed, the farmer should get a rebate 
on his acfeage tax according to the 
classification given by the local Agricul- 
tural Executive Committee. ~The com- 
mittees already take the differential 
fertility of the soil into account when 
giving their ratings. Land let for 
“summer grazing” should pay the full 


* 


tax, since these contracts, though they 


may be useful to the landowner, usually 
harm the land for which nobody has any 
interest in maintaining or increasing 
fertility. Such a tax, I suggest, would 
bring more land into production, would 
eliminate the inefficient farmer, and 
would go a long way to providing the 
still desirable subsidies on fertilisers.— 
Yours faithfully, 
GEOFFREY GORER 
Haywards Heath 


* 


Sir,—Your articles are a true analysis 
of the reasons for the stagnation in our 
agricultural economy. 


I would like to make a tentative pro- 
posal which can be immediately applied. 
It is simply to repeal the derating of 
agricultural land which was conceded to 
farmers during the depression of the 
1920s. At present a farmer still pays 
rates on only one-eighth of the annual 
yalue of his land. If he had to pay full 
rates on his land no new Government 
machinery would have to be set up for 
its collection and of course the rateable 
value of a farm is roughly in proportion 
to the comparative value of that farm. 
It would be more palatable to the 
farmers if they were told that as a now 
thriving industry they should pay their 
full share to local taxation. 

A further indirect benefit to the 
countryside would be that the rural areas 
of local government would no longer be 
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subsidised. to ‘such a disproportion re 
extent from central government funds 
compared with urban areas. They would 
thus feel less like beggars when carr\ ing 
out schemes of rural improvement, wich 
are usually almost solely for the benefit 
of the farming community.—Yours 
faithfully, EwEN STewarr 
Edinburgh 
* 


Sir—I am quite sure that the :cal 
obstacle to an increase in production on 
the land is shortage of capital. With 
building costs and the price of 
machinery at their present level it is 
quite impossible for a farmer to accumu- 
late sufficient funds out of his net taxed 
income to invest in capital improve- 
ments. He can only finance such ex- 
penditure by borrowing from a bank and 
then recovering the cost over a period 
of years through the annual allowances 
which were granted to the agricultural 
industry under the 1945 Income Tax 


‘Act. The trouble is, however, that such 


allowances, in the case of new buildings, 
are spread over ten years, and in the 
case of machihery over something less. 
Meanwhile the fanmer suffers from a 
chronic shortage of cash. The extent 
of such shortage is plain for all to sce in 
the growth, during the last six years, of 
the overdrafts granted to the agricultural 
industry by the joint stock banks, in 
spite of the fact that during these years 
agriculture was enjoying great pros- 
perity. If taxation were reduced | am 
sure that production could be expanded. 
—Yours faithfully, Wus11amM Foster 
King’s Lynn 


Books and Publications 


An Uncomforting Analysis 


Inflation. By Paul Einzig. Chatto and 
Windus. 223 pages. 12s. 6d. 


Before the war Dr Einzig was one of 
the most successful, as he was certainly 
the most unremittingly active, of inter- 
preters of economic and particularly 
financial events to the man in the street. 
In language always clear though often 
entertainingly intemperate, with a driv- 
ing conviction of his own rightness and 
of the positively immoral wrongness of 
the monetary authorities, he kept the 

iblic posted in. what amounted to a 

iennial city column: punctuated by 
special studies. A long silence broken 
only by what he himself described as a 
piece of escapism—his fascinating 
“Primitive Money”—is now ended; 
with “ Inflation,” Dr Einzig is recognis- 
ably back at the old stand. 

It is, however, a different Dr Einzig 
who now resumes his role. The clarity 
is there, the capacity for marshalling 
and comparing lange bodies of fact, the 
casy style; but the certainty and con- 
fidence have disappeared. Inflation is 
analysed, classified jm its causes and 


manifestations, set in. historical and 
political perspective, in a way which 
comes nearer to satisfying the most 
advanced theoretical purism than one 
would have believed possible in a popu- 
lar work. The broad distinction between 
demand inflation and price or cost 


‘inflation, the finer distinction between 


monetary inflation in the narrow sense 
and inflation of purchasing power, and 
between the inflation of domestic over- 
investment and the inflation imported 
by an adverse turn in the terms of trade, 
are so set out as to be comprehensible 
to the most complete economic tyro. 
And Dr Einzig does a beautiful job on 
the welfare state with its multiple infla- 
tionary drives. 


Having accomplished all this, how- 
ever, he finds himself in a cul de sac. 
Full employment is inflationary—at least, 
full employment policy es pursued 
under the present pressure of public 
opinion is inflationary. The welfare 
State is inflationary. ‘High taxation, even 
when it results in budgetary surpluses, 
is inflationary in any situation where 
other inflationary influences are strongly 
at work. Physical controls merely divert 


« social services for “ three or four yeo"s. 


the incidence of inflation. Permanent 
inflation can be compatible with ordered 
economic life only for so long as a suffi- 
cient number of people fail to realise its 
existence—and nothing will stop that 
realisation from spreading. The compul- 
sory-savings, postwar-credits trick cannot 
be played twice in the same generation. 
Capital levies, blocking of accounts, and 
writing down of currency holdings, are 
appropriate Only against a pure dem end 
inflation and worse than useless against 
the inflationary situation of Britain in 
1952. The best that Dr Einzig can ollcr 
by way of practical advice is a curious 
medley including state lottery loans, 4 
campaign to induce the public to carry 
its spare cash in relatively inaccessible 
pockets, and—the “suspension” of the 


” 


When he is driven to propose 4 
measure at which anyone would bozz'e, 
it is not surprising that he conveys 0 
impression of self-confidence. It is more 
surprising that he should, deliberatc!y, 
explicitly and repeatedly, refuse ‘0 
answer the question to which so many 
of his arguments lead him. 
Can any policy be worthy of suppor 








THE ECONOMIST, March 1, 1952 








NUMBER SEVEN 


* Virginia’ Cigarettes 20 for 3[ rr 
ALSO Abdulla Turkish and Egyptian 






















' 
sf 
atten 
4 


x! 









= as Y, 
ke} q Wiccan: time in 
“¥vy/ Bournemouth 


Vistas of blue seas and golden sands framed in 
flowers, bewildering in their variety, meet 
you at every turn in Bournemouth. Golf - 
tennis, riding and other outdoor sports 
are doubly enjoyable in its mild and sunny 
climate. Music, ice-skating and, dancing ; 
theatres and cinemas al! contribute to ca 
attractive programme that in Bournemouth 
continues throughout the year. 
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Hard Court Tennis Championships of 
Great Britain. 
Apri] 28 to May 3, 1952. 


a : p BRITAINS ALL-SEASONS RESORT 


Write for new Bournemouth Guide, Post 
6d. P.O. please, or Free Folder and Hote! 
List from W. Birtwistle, Information 
Bureau, Room 97, Bournemouth. 


Restaurant Car Expresses from London (Waterloo). 
All-Pullman “ Bournemouth Belle” runs daily. 
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Good fare can be appreciated more after a glass of DRY 
FLY SHERRY. It is the best appetizer at cocktail time, 


20/- bottle - 10/6 half-bottle 


From your Wine Merchant or : 
Findlater Mackie Todd & Co., Led. 
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“ BRING me fire that I may purify the house with 
sulphur” wrote Homer in the Odyssey. From 
these ancient medicinal applications, sulphur, in the 
form of sulphuric acid and other chemicals, has so 
extended’ its uses that today this yellow rock, which 
burns to form choking fumes, is one of the most 
important elements used as a raw material in modern 
civilisation. In recent times most of the world’s needs 
for elemental sulphur—amounting to 5-6 million tons 
annually—have been supplied from deposits in the 
U.S.A., but these are fast becoming exhausted as more 
and more sulphur is needed for industrial, agricultural 
and other purposes. 
Since the early 1930s, I.C.I. has been developing methods 
of making sulphuric acid. from anhydrite, which is 
found in large quantities in many parts of Great Britain. 
It is fortunate, now that the sulphur situation is critical, 
that I.C.I. is thus able not only to increase its own 
production of sulphuric acid from British sources, but 
also to place its accumulated research and production 
knowledge at the disposal of some of the principal 
British acid users. Plans are indeed now going forward 
to install new plants which will make sulphuric acid 
from this indigenous raw material and 
thus reduce the need to import sulphur 
from overseas. LC.I. has also con- 
verted other plants to utilise the 
sulphur recovered as spent oxide made 
in the purification of town gas. 
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19 matter what its other merits, if its 
fect is inevitably to bring about an 
-reversible and uncheckable inflation? 


River Journey 


‘he Wilderness Voyage. By Peter 
Cape. 216 pages. 158. 


[ake a competent journdlist, seasoned 
sith much travel, salted with humour 
tod mellowed withthe milk of human 
‘ndness, set him loose on a river boat 

, country where it is always tomorrow 
jrernoon, and you may ¢xpeot a travel 
book of more tham average readability. 

Che Wilderness Voyage” fulfils this 
expectation, 


(he outstanding and refreshing differ- 
‘nce between the usual Latin American 
ravelogue and this story of a river 
‘ourney through Amazonia is that the 
author ‘was never jocose at the expense 
{ the people he met. They were his 
‘riends ; he admired their qualities and 
respected their differences; and he 
oarted from them with affection and 
regret, paying tribute to the inherent 
dignity of lives which were foverty- 
stricken, lonely, and often brutal, but 
blessed with “ time to stand and’ stare.” 


Conditions on small river steamers 
vere primitive and congested, the food 
bad, the insects and heat a constant 
exasperation ; but these drawbacks are 
dismissed as occupational risks insepar- 
ible from the endeavour to convey every 
“communicable revelation” of the 
Brazilian forest and the all-pervading 
network of rivers, which make human 
‘xistence in it possible. 


The book is enlivened with humour 
yased generally on understatement, but 
sing, in the account of the author’s 
ndebtedness to Professor Castro de la 
Fayette, to an hilarity which qualifies 
(he passage for inclusion in ourrent 
anthologies. 


_ Peter Grieve, whose early death is a 

Ss to journalism and the reading 
public, wrote in his preface: “Much 
‘ime in remote travel is consumed to 
no better purpose than it would be 
nearer home,” but his own loitering 
from. Belém on the Atlantic coast to 
irinidad in Bolivia was certainly not 
musspent, 


srieve. 


Towards Co-operation 


Economic Aspects of Sovereignty. By 
R. G, Hawtrey. Longmans. 191 pages. 
248. 


_ The first half of this book consists of 
ix lectures on various aspects of 
imperialism, delivered twenty - three 
years ago to the Lowell Institute in 
Boston. It is a great tribute to Professor 
Hawtrey that they can be reprinted now 
without alteration. Far from reading 
ke bargains from the shilling piles in 
‘he Charing Cross Road, they provide a 
“ighly «stimulating background to the 
second half of the book, which is devoted 
‘o the somewhat gloomy task of tracing 
how the ‘principles enunciated in 1929 
“worked out in 1951, and the more hope- 
‘ul one of suggesting a way through the 


© 


Mr Hawtrey’s first half is really the 
homework that we like to think we have 
already done. But newspaper articles 
and dinner table conversations leave a 
bed of dead leaves of opinion in our 
minds which is not always as fertile as 
real humus. Mr Hawtrey comes scratch- 
ing down to bedrock, forcing us to think 
what we: really mean by many of the 
phrases and concepts used so glibly. 
His lectures deal with sovereignty and 
property, sovereignty and economic 
development, communications and popu- 
lation, economic power and the economic 
causes of war. His fundamental ques- 
tion is how to dispense with the use of 
force, but 

when we seek to eliminate force from 
the [international] system, we find that 
force is fulfilling an indispensable func- 
tion, the supersession of decayed or 
atrophied sovereign authorities by healthy 
and vital ones. We have to provide for 
this function in some other way. 


The solution, which he puts forward 
rather tentatively in the second half of 
the book, is what he calls a “ Composing 
Commission,” a kind of mixture of Nato, 
the Economic Commission for Europe, 
the Council of Europe and The Hague 
Court, 

whose decisions would not be confined 

to applying a code of rules, but would 

be qunded by conditions of expediency. 

Wherever an economic enterprise needed 

the intervention of more than one 

Government, it would take ot of 

the Governments concerned, and would 

supersede their authority in the matter. 

Mr Hawtrey is better aware than most 
people of the reasons for past failures 
in international co-operation and of the 
present perils. Nevertheless, he sensibly 
refuses to be too downcast and sees hope 
in the situation when plans for 


the combined defence of Europe lead on . 


to plans for economic integration, which 
would be impossible but for the 
pressure of fear. 


Scientific Miscellany 


A Statue to Mr Trattles. By C. L. 
Boltz. Butterworth’s Scientific Publications, 
168 pages. 128. éd. 


Mr Trattles was a merchant seaman 
who fell foul of a scientific theory. The 
Board of Trade tests, devised in con- 
sultation with some of the most eminent 
scientists of the time, proved that his 


- colour vision was defective, and that he 


was thereby unfit for a mate’s certificate. 
He ref to accept this, and raised a 
row which eventually reached Parlia- 


‘ment. Mr Winston Churchill, then 


President of the Board of Trade (this 
was in 1909), instituted an inquiry which 
vindicated Trattles, and the colour 
vision tests for the Merchant Navy were 
modified. The theory in question fell 
into disrepute (it had not been by any 
means universally held, but had been 
foisted on to the Board of Trade by a 
combination of peculiar circumstances 
and personalities) and is now completely 
outmoded. Mr Boltz tells this instruc- 
tive story in entertaining detail as a 
warning to scientists and others against 
holding opinions too dogmatically. 

“Mr Trattles” is the most consider- 
able item in this book, the rest of which 





$273 


consists of short articles and talks on a 
variety of scientific and technical sub- 
jects. Mr Boltz has chosen wnsensa- 
tional subjects, which he describes 
clearly. . He obviously takes a. great. 
interest in colour and colour vision, and 
also seems attracted by small things 
(diamond dust, sand particles, colloids, 
experiments with models). There are 
also several short scientific biographies. 
The subjects are, however, not con- 


‘nected in any way, and as the author 


has not enough space to go at all deeply 
into them, the purpose of the book is 
questionable, in view of the number of 
good magazine and even newspaper 
articles available to the casual reader. 
Perhaps the one chapter which provides 
the justification (in combination with 
“Mr Trattles”) is that describing the 
fascinating story of the dancing bees ; 
this sounds like a Sherlock Holmes story 
and is every bit as exciting, both for the 
intricacy of the bees’ “food signpost” 
system, and the patient skill of the 
naturalist von Frisch in unravelling the 
details. Everyone should read this story, 
and while it is available in other places, 
this is much the best popular account 
which the reviewer has come across. 


The Poet and the Official 


Freedom is the Right to Choose. By 
Archibald MacLeish, Beacon Press, Boston. 


186 pages. $2.50. 


It is the measure of the compelling 
magic of the late President Roosevelt 
that he persuaded the. poet Archibald 
MacLeish to become an Assistant Secre- 
tary in the State Department. Mr Mac- 
Leish’s book shows the impact of the 
official upon the poet, and the revolt of 
the poet against the official Mr Mac- 
Leish is troubled by the negative, defen- 
sive mentality of modern America. 
“Who, we say, can imagine the word 
‘containment’ in Roosevelt’s mouth?» 
But for all our scorn we know, or ought 
to know, that the defensiveness of our 
foreign policy is dictated not by the men- 
tality of the Department of State but 
by the mentality of the country.” 


Elsewhere Mr MacLeish writes: 


The truth is that the place to remedy 
an unsatisfact foreign policy is not in 
Formosa or Western Germany, but at 
home. Until the country recovers a sense 
of national purpose within itself, until st 
shapes again its national will, its foreign 

icy must continue to be defensive and 

ussia must be left the initiative she has 
held since the war’s end. 


Mr MacLeish is deeply concerned by 
the damage done to the mind and soul 
of America by General MacArthur and 
Senator McCarthy. He fears the freez- 
ing of American thought into the rigici- 
ties of an official dogma which would 
permit no heresies. “If freedom,” he 
writes, “ ceases to express the American 
faith in man and in man’s unqualified 
right to find the truth for himself, it will 
shortly express a faith in established 
truth, in the rightness of official 
opinion.” But Mr MacLeish’s eloquent 
book is in itself a cheering assurance that 
the spirit of American liberalism is very 
much alive to the perils of a stratified 
community. 
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AMERICAN SURVEY 





Atomic Rivals—or Partners ? 


Washington, D.C. 


J ERY soon after it had been announced in London that 
a British atomic weapon will be tried out in Australia 
this year, Senator Brien McMahon of Connecticut, the 
chairman of the Congressional Joint Committee on Atomic 
Energy, issued a more than usually interesting statement. 
Almost no attention was paid to it in the United States. 
Indeed most of the newspapers, suffering from one of their 
intermittent blind spots, dismissed it in a few lines, report- 
ing what the Senator had said in his first and third paragraphs 
and missing altogether the news in his second paragraph, 
which read: 

This event is likely to raise in still sharper focus the 
problem of atomic co-operation between ourselves and Great 
Britain. The British contributed heavily to our own wartime 
atomic project, but due to a series of unfortunate circum- 
stances, the nature of the agreements which made this contri- 
bution possible was not disclosed to me and to my colleagues 
on the Senate Special Atomic Energy Committee at the time 
when we framed the law. Now we may consider re-thinking 
the entire situation with all the facts before us. 

This was the first public admission by the principal archi- 
tect of the Atomic Energy Act, passed in 1946, that this 
anachronistically isolationist law was devised in ignorance of 
one of the relevant factors. President Roosevelt and Mr 
Churchill (Mr Mackenzie King uf Canada concurring) had 
agreed during the war that the development of the atomic 
bomb should be a co-operative undertaking. All the 
theoretical and experimental knowledge Britain’s scientists 
had gained, and the services of the scientists themselves, were 
freely surrendered. An international marriage was performed 
in order that the Manhattan Project should succeed. It did 
succeed, and the atomic bomb was born. Then, when the 
victory was won, Congress passed the Act which announced 
that there would be no further pooling of scientific resources. 
This policy of atomic isolation is now becoming less attrac- 
tive, with the proof that British scientists have not been 
discouraged by being frozen out of the partnership. 


Indeed, Congress, in close consultation with the Atomic 
Energy Commission, had given evidence some time before 
the impending British test was announced that it was aware 
that it might be missing something. In October last year 
the McMahon Act was amended to provide that some atomic 
secrets might be shared as long as such sharing would pro- 
duce returns which would substantially promote and would 
not endanger the security of the United States. But secrets 
could be communicated only to friendly nations with adequate 
security regulations,and only so long as secret information on 
design and fabrication of atomic weapons continued to be 
withheld. A security-conscious friendly nation could be told 
some of the little secrets, but not any of the big secrets ; and 





** AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Thosé items which 
are written in the United States carry an indication 
to that effect; all others are the work of the editorial 
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nothing was to be told, in any case, unless the telling was 
made worth while to the United States. 


Even this, against the background of alarm and anger which 
had swept Congress a year or so earlier, after the revelation 
of the crime of Dr Fuchs, was considered to show a praise- 
worthy breadth of mind. But self-interest was the over-riding 
reason why.the Act should be modified, in the view of the 
Atomic Energy Committee. 


* 


Not long afterwards—before Mr Churchill brought Lord 
Cherwell to Washington to talk to Mr Gordon Dean, the 
chairman of the Atomic Energy Commission, and his 
colleagues—the question whether Britain’s first atomic 
weapon should be tested on the admirably equipped atomic 
proving grounds in Nevada became a topical issue. No 
report of what Lord Cherwell said to Mr Dean, and what 
Mr Dean said in reply, was published, so that the tenor of 
these talks is a matter for educated guesswork at the best. 
One of the educated guesses is that Mr Dean rather apolo- 
getically explained to Lord Cherwell that, while the Atomic 
Energy Commission would be happy to place the Nevada 
proving grounds and all their instruments and up-to-the- 
minute apparatus at the disposal of the British Government, 
it would be prevented by the McMahon Act, even as 
amended, from communicating to the British Government’ 
any data which would enable it to compare what the instru- 
ments and apparatus showed when the British atomic weapon 
was exploded with what these same instruments had shown 
when comparable American atomic weapons had been 
exploded. “ We shall know what results you get” Mr Dean 
might well have said to Lord Cherwell, “ but you won’t know 
what results we got.” 


Senator McMahon, in the part of his statement generally 
reported in the United States, said: 

I might have wished that the British had seen fit to take 
advantage of our offer to make available a test site, subject 
to cond:tions which our law lays down. However, I can 
understand the British decision to go to Australia, and I wish 
them success in this venture which will enhance the peace 
power of free peoples. 

It is highly probable that in their present frame of mind 
Senator McMahon, Mr Dean and most, if not all, of the 
Atomic Energy Commissioners will be well content if they 
read in their newspapers, some time this year, that the British 
test in Australia has been successful and has yielded valuable 
new information. Without such a development they cannot 
expect either singly or together to produce any swift meta- 
morphosis of the recent mood of the Congress and the people 
—a mood which, especially since the Fuchs case, has recog- 
nised little distinction between the relative importance of 
keeping atomic secrets from enemies and from friends. 


But there is little doubt that influences making for 2 
liberalisation of this mood have lately become evident in 
America. It is now about two years since the most ardent 
and orthodox exponent of the security creed, Admire! 
Strauss, resigned from the Atomic Energy Commission. 
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Somewhat less nervous counsels appear to have prevailed 


since then, The coming tests at Eniwetok are to be con- 
ducted with as great an emphasis on security as ever ; and it 
can be argued that the recent decision to stage a conducted 
cour for newspapermen through some of the hitherto sacro- 
sanct reaches of Oak Ridge, Tennessee, and the plan to allow 
outsiders to watch the explosion of an atomic weapon in 
Nevada, have been dictated by a growing public anxiety 
about the immense sums of money which the Atomic Energy 
Commission is spending without giving any real public 
accounting. Nevertheless, whatever the reasons, a gentle 
loosening-up process seems to have begun, just as some 
Americans are beginning to doubt whether the decision to 
drive Britain into atomic independence was quite as wise 
as it seemed to be in 1946. 


The Washington Post admonishes Americans that the 
wartime co-operation between England, Canada and the 
United States which gave the free world first pace in the 
production of atomic energy has degenerated into a 
dangerous sort of competition. Representative Carl Durham, 
of North Carolina, the vice-chairman of the Joint Atomic 
Energy Committee, says: “It is foolish not to make an 
honest effort to get together on our Number One weapon.” 
And Mr Dean, though he must be vaguer and more careful 
in any utterances he makes on the subject of co-operation 
with Britain and Canada, is able to say: 

We have recently entered a room, the door to which was 
labelled the atomic age. We are in that room and we have 
found that it is so large and so dimly lighted that we cannot 
begin to perceive its size or to recognise what is in it. And 
we do not know how many doors lead from this room into 
other rooms perhaps just as significant in the history of man. 

The Americans who are feeling their way across the big, 
dimly lighted room are aware—better than are the members 
of Congress and the men in the street who are merely reading 
about it—that it is better and safer to have company in this 
sort of situation. 


Choosing the Candidates 


When Americans go into the polling booths on 
November 4th to choose their next President, they will 
actually vote not for one of the official candidates but for 
electors who will choose a President on their behalf. Even 
more indirect are the methods by which the parties themselves 
select their candidates for the presidency. Yet these pre- 
liminaries are just as important for the future of the country 
as is the presidential election itself ; this year, for example, 
the Republicans will at this stage have to choose between 
General Eisenhower, Senator Taft, Governor Warren, Mr 


Harold Stassen and perhaps General MacArthur. Even then’ 


they may end up by rejecting them all for some dark horse 
that has not yet been entered. 


The Democrats and the Republicans both nominate their 
candidates for President and Vice-President at special con- 
ventions, to be held in Chicago this year, beginning on 
July 7th for the Republicans and July 21st for the Democrats. 
These gatherings are attended by delegates from all the states 
and dependencies; the mumber from each state is 
governed mainly by its population, but is also affected by 
how the state voted in the last presidential election. About 
half these delegates, from two-thirds of the states, are 
selected at state conventions of their party or, in four states, 
by its state executive committee. This means that most of 
them are, in fact, picked by the party machine and that the 
party leader in the state can guarantee how they will vote 
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at the national convention. And the party leaders are usually 
prepared to deliver these votes to the candidate who promises 
them federal jobs and patronage if he is elected. 

Senator Taft is claiming that he has already obtained 
guaranteés of almost all the 603 votes needed for the Repub- 
lican nomination, even though so far the state conventions 
have hardly begun ; most of them will be held during the 
next three months. But the result of the one that has already 
taken place in Oklahoma makes it look as if the Senator 
has been unwise to count his delegates before they are 
hatched. Only about half the state delegation there is now 
expected to support Senator Taft ; the rest favours General 
Eisenhower. 


It is in the south, too, that President Truman may have 
trouble with some of the Democratic party machines, should 
he decide to run again. But elsewhere Mr Truman can be 
sure, as the President almost always can, of his party’s 
support, for there is hardly a Demiocratic official who does 
not depend in some degree on the Administration that has 
been in power for so long. To Woodrow Wilson, when he 
was President-elect in 1913, it seemed. 

intolerable that any President should be permitted to deter- 

mine who should succeed him—himself or another—by 

patronage or by any sort of control of the machinery by which 

delegates to the nominating conventions are chosen. 
Many others felt the same and looked for a way of ensuring 
that presidential candidates should be selected not by party 
bosses in smoke-filled rooms at national conventions, but by 
voters in the pure air of the polling booth. 


* 


The solution, it was thought then, was the primary 
election in which the state delegation would be chosen, and 
told which candidate to support, by the free votes of the 
members of the party in each state. The first state to provide 
for such a primary election was Wisconsin in 1905, and by 
1916 half the 48 states had them. Since then their popularity 
has declined and this year only 17 states will hold primary 
elections—two probably for Democrats only—nearly all in 
April or May, and always on the traditional Tuesday. 


No two state primary laws are identical. In some states 
only delegates to the national convention are elected, in 
others the voters also express their preference amongst the 
presidential candidates entered. In most states the delegates 
are bound to support a particular candidate for the presi- 


dential nomination, although usually only for the first few. - 


ballots ; after that the delegates elected in a primary election 
are almost as ready to follow the dictates of their local party 
leader as are those nominated by a state convention. 
President Truman is therefore not alone in thinking that the 
present primary system is “eyewash.” When the time comes 


for the national convention it seems to make little of no — 


difference how delegates have been chosen or whether candi- 
dates have entered primary elections or not. The classic 
example of the latter was Wendell Willkie’s nomination in 
1940, when he had not fought a single primary. But his 
nomination also showed that the party bosses do not always 
get their own way. | : 
Wendell Willkie, four years later, provided another classic 
example, of the harm a primary can do to a candidate’s 
chances ; after his poor showing in the Republican primary 
in Wisconsin in 1944, he gave up trying for the nomination. 
There is a risk that the same thing may happen to General 
Eisenhower in the first of this year’s primaries in one of the 
smallest states, New Hampshire, on March i1th. Everything 
is in his favour there and, if he loses as many as six or seven 
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of the 14 delegates to Senator Taft, it will look as if he is 
not as good a vote-getter as has been thought—and as if the 
Senator is a better one, 

From this point of view, the primary elections are a helpful 
guide to party officials. Thére is no use choosing a man as 
presidential candidate who will be grateful to them unless 
he can win and thus put himself into a position to show his 
gratitude. But in order that faith in their vote-getting 
capacity shall not be shaken, candidates hesitate to enter 
primaries in which they do not expect to do well. Senator 
Kefauver, the Democratic party’s young hopeful, will not, 
for instance, challenge Senator Humphrey, Minnesota’s 
favourite son, in that state’s primary, even though he knows 
Mr Humphrey is running only in order to hand over his 
delegates to Mr Truman if he wants them. And Senator 
Taft has been entered in the Oregon primary not by his own 
supporters but by friends of General Eisenhower who hope 
the Senator will do badly. For this reason and because 
primary campaigns take time and money, even in states 
which have such elections, the voters do not express their 
opinions on all their party’s candidates. 


However, it is once more being proposed, as it was 
by Woodrow Wilson, that candidates should be nominated 
directly by the voters in each state and that the national 
conventions should only draw up the party platforms. The 
enthusiasm shown for the idea then arose out of general 
_ dissatisfaction with the political system and out of disagree- 
ments within the parties. These exist again today and there 
are many who feel that it is time to give the presidential 
primary idea a new lease of life. 


In many states candidates for Governor and for Congress 
are chosen by direct’ primary elections but to apply this to 
the choice of presidential candidates and make it nation- 
wide, as Senator Smathers proposes, would require a con- 
stitutional amendment, since the regulation of elections is 
reserved to the states in the Constitution. This would take 
a long time and could hardly be achieved without the support 
of local party organisations, which it is unlikely to have. This 
also applies to Senator Douglas’s stop-gap proposal designed 
to encourage every state to hold a. presidential preference 
primary in time to influence this year’s conventions. And 
once those conventions are over the quadrennial attempt to 
give the people a greater voice in the choice of the presi- 
dential candidates will probably sink into the background 


for another four years. 


American’ Notes 
Troop Dilemma 


The Berry Resolution, passed so unexpectedly last wee 
in the House by 160 Republicans and 29 Democrats, demand: 
that the Secretary of State, give the House full informatio: 
on any commitments which may have been made to 
Churchill during his visit. It is thus the reverse side 0: 
this week’s censure motion in the House of Commons. By 
it is also one more pull in the long tug-of-war betwee: 
Congress and the Executive over the tight to make war. Th: 
President may send troops where he will, under the Constitv 
tion, but the right to declare war is reserved to Congres: 
In Korea, however, the right to send troops into action ha: 
resulted in a long, bitter war without Congress being con 
sulted before or after the event. Last spring the Senai. 
spent weary weeks of debate before it finally passed a resolu 
tion approving the sending of six divisions to Europe, bu 
demanding that the President consult Congress before dis- 
patching any more. Mr Churchill’s suggestion that American 
troops be stationed in Suez gave colour to Congressiona’ 
suspicions that the United States was to be involved in onc 
more danger spot. 

The House resolution, which is not binding on either 
Mr Acheson or Mr Truman, is not likely to produce anything 
more than the assurances both have already given that 
new commitments were entered upon, though there are fears 
in Washington that it may discourage friendly nations from 
putting anything on paper, lest another Administration b: 
more complaisant. The resolution was passed in an outburs: 
of partisan feeling, and over the adverse report of the Foreign 
Affairs Committee of the House, which was convinced it wa: 
not in the national interest to require all diplomatic card; 
to be laid on the table for the Russians to examine. But 
it draws new attention to a constitutional gulf which ough: 
to be bridged. The Washington Post speaks for many 
Americans when it concludes that the Korean decision was 
necessary, but the procedure regrettable. Yet in another 
emergency the same method might have to be used, unless 
the United States were content to keep idle the troops and 
arms mobilised to deter aggression. What the Post urges 
is that Congress should adopt the United Nations Assembly’: 
Suggestion that every member nation earmark troops fo: 
United Nations service. 


The problem was foreseen as early as 1945, and a similar 
solution outlined in the United Nations Participation Act. 
which provides that any agreement on the number and type 
of troops to be furnished to the United Nations must be 
approved by Congress. After this, they could be ordered 





into action by the President without further 
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arrangement would not meet the objections 
of those who are determined to keep out o! 
trouble at whatever cost. But after the 
election, when the air has cleared, it may 
have a better chance. . 


* * * 

Relieving Industrial Distress 

Senator Moody of Michigan is asking 
Congress to allow the federal government 
to supplement, by as much as 50 per cent. 
the unemployment insurance benefits paid 
by the state governments, in places such as 
Detroit where substantial numbers are ov‘ 
of work as a result of the defence pro- 
gramme. Administration welcomes 
this proposal not only because it would 
provide immediate relief for what is in 
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,.cause the fact that federal relief is needed reinforces Mr 
Yruman’s long-standing contention that state unemployment 
compensation has not kept pace with the rising cost of living. 
The opponents of Senator Moody’s proposal think that, once 
the federal government is allowed to enter the state insur- 
ance system in this way, it will never get out again. 
Southern Congressmen are appalled—and say that tax- 
ivers in their states will be too—at another of the remedies 
ocoposed for industrial distress. Permission has now been 
ranted for government contracts to be given to firms which 
e not the lowest bidders, provided that the higher bids are 
reasonable and“come from places where unemployment is 
ious. This means places where at least 6 per cent of 
‘he labour force is unemployed and likely to remain so for 
some time ; twenty-three such areas have now been certified, 
including Detroit, New York and several New England tex- 
tile towns. This, the southerners claim, will mean that tex- 
tile and other defence contracts that have been going to the 
low-cost south will be diverted to the north. 


[he military authorities are not very enthusiastic either 
ibout this special treatment in the granting of government 
contracts ; it applies also to small businesses threatened with 
bankruptcy from lack of materials for civilian production, or 
from the recent stretching-out of the defence programme, 
which means fewer sub-contracts over a longer period. Pro- 
curement officers argue that their duty is to get the most 
for the least money in the shortest time, not to solve social 
problems. But the Small Defence Plants Administrator, 
whose agency is now really getting down to work, replies 
that this argument disregards the government’s obligation 
o relieve any dislocation in the national economy caused 
by rearmament, 


That dislocation results largely from shortages of metals, 
and a change has now been made in the allocation system in 
order to alleviate it. In the second quarter of this year manu- 
facturers of “less essential ” civilian goods such as jewellery, 
who have until now been kept distressingly short, are to be 
allowed rather more of the available copper and aluminium, 
ind manufacturers of “ more essential ” civilian goods, such as 
refrigerators, are to be allowed rather less. The automobile 
industry is also hoping for slightly larger allocations in the 
next quarter, 


* * * 


Civil Rights in the Cold War 


_ The United States Court of Appeals this week con- 
firmed the death sentences on Julius and Ethel Rosenberg, 
who were convicted in April of supplying atomic data to 
Soviet agents during the last war. These sentences of death 
were the first ever decreed by a civilian court in America 
in peacetime on such charges, and the appeal was based on 
the grounds that they constituted “ cruel and unusual punish- 
ment” and were therefore unconstitutional. The Rosenbergs 
are expected to appeal to the Supreme Court ; they were 
sentenced under Act of 1917, which provides the death 
penalty for espionage during a war, but only a maximum 
sentence of 20 years in prison for espionage committed in 
peacetime. This latter provision is the target of the House 
Un-American Activities Committee in its latest report ; the 
committee seeks to make such “ cruel and unusual ” sentences 
‘pplicable to espionage whenever it is done and would erase 
‘he distinction made by the present Act between a cold war 
ind a shooting one. 


A second major change urged by the committee in the 
present legal guarantees of individual rights is the admissi- 
Dility into espionage trials of evidence gathered by the 
‘apping of telephone wires, the use of microphones, and 
-cnsorship. This would avoid such checks as the govern- 
‘nent received last month when Miss Judith Coplon, a former 
employee of the Justice Department, won a new trial on 
‘he grounds that evidence illegally obtained was used against 
het; she had been convicted over two years ago, in two 
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separate trials, of conspiracy to commit espi by giving 
secret data to a Soviet agent. Her New York conviction 
was voided by the New York Court of Appeals on two 
counts: that the Federal Bureau of Investigation had. no 
warrant when she was arrested and therefore documents 
taken from her at that time were seized illegally, and. that 
evidence obtained by wire-tapping was inadmissible. Miss 
Coplon’s conviction in Washington, D.C., was ruled out by 
the Court of Appeals there because her telephone was tapped 
before and during her trial and conversations with her lawyer 
were recorded and used against her, thus denying her the cor- 
stitutional right to counsel. On these grounds the Supreme 
Court has upheld the lower courts, and the government will 
seek to try her again in Washington, although probably not 
in New York since the bulk of the case there lay in the 
illegally seized papers. 

It has been to avoid such reversals as this that the Justice 
Department has long sought the legalisation of evidence 
gathered by wire-tapping. However, the government efforts 
may be defeated by reaction against such sweeping recom- 
mendations as those of the Un-American Committee, which 
would permit not only wire-tapping but also hidden 
microphones to record private conversations and the censor- 
ship of private papers. To many people these have the 
aura of the police state. 


+ * * 


“Free Riders” on the Railways 


The recommendation of a Presidential emergency board 
that the railways conclude a national union shop agreement 
with the 17 non-operating unions may have wide repercus- 
sions. The Wage Stabilisation Board must soon rule on 
requests for the union shop in the steel, aircraft, and 
aluminium industries, and already the trade unions are 
arguing that sauce for the goose is sauce for the gander. 
Under a union shop agreement, workers need not be trade 
unionists to get a job, as they must under the closed shop, 
but they must join the union within a specified period ; if 
they are expelled for non-payment of dues—but for no other 
reason—they lose their jobs. 
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The board accepted the chief argument of the unions, 
which is that “ free riders "—those who are not members— 
are unjustly enriched, receiving all the benefits won without 
carrying any of the load. There are not many such “ free 
riders” among the railways’ non-operating employees ; 
about 85 per cent are union members, and the majority 
of the remainder are supervisory and managerial workers 
who could not join in any case. 


The railway managements who protest so bitterly against 
‘compulsory unionism,” as depriving workers of their liberty, 
and strengthening the grip of the unions on the industry, 
would have a better case if 40 of them had not recently signed 
union shop agreements covering over 200,000 workers. 
Congress itself gave the unions a green light when, in 
January last year, it repealed the ban on the union shop 
contained in the Railway Labour Act. The Taft Hartley 
Act, while outlawing the closed shop, permitted the union 
shop when the majority of the workers favoured it, and the 
Act has been amended to do away with the requirement that 
a formal vote must be held. 


In a recent study of 2,600 labour contracts, the Depart- 
ment of Labour found that over 70 per cent of the 5.5 
million workers covered enjoyed the union shop. This 
probably overstates its prevalence among the 16 million 
organised workers. Up to now, no board has ever placed 
the authority of the government behind the union shop, 
leaving it to collective bargaining. Even if the Wage Board 
decides to do so, it will be merely in the form of a recom- 
mendation, which is not binding. There is a difference 
between the position of the railways and other industries 
which may be affected. The carriers usually have accepted the 
recommendations of emergency boards, but if they should 
reiuse to this time the unions cannot resort to a strike as long 
as the railways are operated by the government. In steel, 
there is no such prohibition. 


€ 


* * * 


Labour on the Farm 


The question of bringing contract labour from Mexico 
for American farms is even thornier than usual in an election 
year with the farm vote at stake, but nevertheless it is once 
more being debated in Congress. Mexico refuses to make 
a long-term agreement on the employment of its nationals 
for seasonal work in the south-western states, unless adequate 
guarantees are given against the hiring of illegal Mexican 
immigrants ; they are not protected ye Pose and their piti- 

i eemccceereee fully low wages and 

. peeei miserable living condi- 
- 4 tions not only harm 
» 4 them but also depress 

the status of legal im- 

migrants as well as, of 

course, that of all farm 
labourers. Last year 
more-than half a million 

“ wetbacks ”—so called 

because many enter the 

United States by swim- 

ming the Rio Grande— 

were deported by US 
officials out of an estimated total of over a million. 


The dwindling supply of labour available to the nation’s 
farmers makes it important that an agreement should be 
reached with Mexico for, as regular workers go to better 
paying industrial jobs, more dependence is placed on migra- 
tory labour. The exodus from the farms has been accelerated 
by the defence programme ; the nrmber of farm workers 
































dropped sharply from 9 million at the peak of the 1950 season 
to 8 million a year later, but the trend began during the war. 
Farm wages were 11 per cent higher this January than they 
were a year ago, but even so they are still lower and hours 
are still longer than in factories, Raising wages to attract 
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labour is not the policy favoured by the large commercial 
farmers who produce the: bulk of the nation’s crops ; they 
want greater use of imported labour. There is no minimum 
wage for farm work and while some of the big farms use legal! 
immigrants at previously agreed rates, many have what small 
farmers call an “ indirect subsidy ” since they hire wetbacks 
at wages as low as from 10 to 25 cents an hour. 


Parallel to the drop in total farm employment is the trend 
toward fewer and bigger farms that are increasingly depen- 
dent on machinery and other labour-saving devices such as 
spraying and seeding from the air, On a completely 
mechanised cotton farm, for example, only ten man-hours 
are needed to produce a bale of cotton compared to the 155 
man-hours required for a bale when only men and mules 
are used. These methods explain the apparently paradoxical 
rise in total farm output which has accompanied the drop 
in farm employment. If this increase in productivity con- 
tinues, it will provide enough profit for still more mechanisa- 
tion and make farmers less dependent on a large labour force. 


Shorter Notes 


As expected the steelworkers’ union has postponed the 
strike, set for February 23rd, for a month, during which the 
Wage Stabilisation Board will go on trying to find an answer 
to the dispute between the union and the industry. This 
makes the third postponement of a strike originally scheduled 
for New Year’s Eve, and Mr Murray, head of the union, 


. has warned the country that his 650,000 members are running 


out of patience and will give no further extensions to the 
industry or the board. 


* 


Republicans see a good omen for the future in their victory 
in a special Congressional election, the first of the year, held 
in a New York City district, where the vote has always been 
unpredictable. Thirty per cent of the voters turned out to 
elect a Republican to a seat vacated by a Democrat, in a 
campaign marked by strong Republican attacks on 
“Trumanism” and the three C’s—crime, corruption and 
communism. The Democratic candidate evidently was not 
helped by his attempts to disassociate himself entirely from 
the Administration, a policy he carried to the extent of refus- 
ing to accept any support from regular party organisations. 


* 


The more Presidential candidates the better, as far as the 
manufacturers of campaign buttons are concerned. Their 
business has declined during recent elections, since, with the 
same ,candidates running each time, the majority of voters 
have been able to wear the same label in their buttonholes 
during successive campaigns. The profusion of Republican 
aspirants for the nomination this year has brought unusually 
brisk pre-campaign business (at $17.75 a thousand) to button 
headquarters, where Eisenhower, Taft, Stassen and Warren 
emblems are impartially turned out. In addition to the 
regular proclamation of favourites on lapel buttons, a new 
element has been introduced by Taft su who, when 
they meet an opposing “I Like Ike” pin, can reverse their 
lapel to show a button with the retort “ No Like.” 


* 


After more than three years of thorough renovation, the 
White House will again be used as a Presidential residence 
this spring, when the Truman family moves back in from 
their temporary quarters at Blair House. The interior of the 
161-year-old building has been almost completely rebuilt, 
as well as redecorated in colour schemes chosen by President 
Truman ; his interest, some observers say, is evidence that 
he would like to go on living at the most coveted address in 
the nation, 1600 Pennsylvania Avenue. 
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At a time when Britain’s whole economy is geared to the 
export drive, we are producing about as much food in this 
country as in 1875. Yet the whole success of the 

export drive depends ultimately on food production. 





To sell goods abroad, prices must be competitive. 
Prices depend, through production and living 
costs, on the cost of food. The cost of 

imported food today equals more than half 

the total value of our exports, and is still rising. 
If we wish for a better future, therefore, we must 
grow more food — cheaper food — for ourselves. 


% 


Millions more acres can be brought under cultivation. The 
productivity of cultivated land can be increased. But this can only 
be done economically if we give farmers more economical machinery. 


By enabling fewer men to grow more food at less cost, we can 

bring agriculture into line with modern industrial methods of production. 
Then, and only then, shall we get the cheaper food which is the basis 

of a sound economy. Harry Ferguson Ltd., Coventry. 
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THE WORLD OVERSEAS 





What is the European Army? 


their general and particular blessing to a. European 
iy which may or may not come into being ; in general by 
ipproving M. Schuman’s report on the present state of the 
Paris negotiations ; in particular by endorsing a report by 
cher own military committee which was bold enough to say 
that the military arrangements foreseen by M. Schuman 
would be militarily effective. Finally, Nato agreed on the 
ohysical and legal links between the European Defence Com- 
munity (EDC) which would imclude Germany, and the 
Avlantic Organisation which at the moment does not. 
if there was any idea still miraculously lingering in British 
nds that the details of the European Army need not 
cern them, the French assembly must have rudely 
ttered it last month. Whatever their precise relation, 
‘ain and the EDC will have to be on the most intimate 
of terms if the hypothesis which Nato endorsed is ever to 
come a reality. The time has come when the most insular 
Briton must inform himself about the plans which six 
Continental countries have been pteparing in Paris. The 
owing is a summary of those plans as they stood at the 
-ginning of this month. 
|. -Of what will the Army consist? Land and sea con- 
tingents from France, Germany, Italy, Belgium, the Nether- 
‘lands and Luxembourg. Norway, Denmark and Portugal, 
| members of Nato, stand outside. How many contingents 
from each country is not yet revealed—it may not even 
have been decided. But planners have been assuthing that 
there will be something like 43 divisions, with appropriate 
supporting air strength, by the end of Nato’s medium term 
programme—that is, by 1954. France and Germany will 
contribute in proportions of 14 and 12 respectively. All 
the land and air forces of the six member governments will 
automatically be transferred to the European Army with the 
‘xception of: National forces needed in overseas territories 
or for international commitments (as in Korea and Austria); 
forces needed at home as potential reinforcements for over- 
seas comtingents ; police and gendarmeries. In the event 
of a crisis in law ahd order at home or abroad, members can 
apply to withdraw temporarily some of their European units. 
Apart from the police, these exceptions will not in fact apply 
to Germany; as it has no overseas possessions or other 
foreign commitments all its forces should in theory be 
European, 
||.—How will the Army be organised? In present con- 
litions of east-west tension it willbe placed at the disposal 
ot General Eisenhower’s Supreme Command (SHAPE). 
SHAPE, at least, will say where and how it should be 
deployed. In time of war it would come automatically 
under its operational command. Common principles of 
recruitment, conditions of service, uniform, administration, 
cquipment and training will form a special protocol to the 
European defence treaty. The French hope that these will 
include a common code of military—and, where applicable, 
-ivil—law, but most of the details are still under discussion. 
For land and air forces, there will be a basic national unit 


(7 February 22nd, the twelve members of Nato gave 


of varying sizes, For land forces it will roughly correspond — 


. 


in size to a division, though it will be much less self- 
contained for transport, communication and supplies. 
National infantry units will be 13,000 strong attd armoured 
and mechanised units 12,600 plus. about 2,000 
reserves, Int yoo giher salt ae ip vaeage Soe eigen 
or four units of different nationalities (not more 80,000 


men in all) with an integrated general staff and full tactical 
and logistic support—fully integrated, in this case, at the 
brigade level. The army corps, to quote the French, 
will be “la véritable wind unité de bataille.” For the air 
force, the national units will contain 1,200-1,800 men and 
7§ machines—roughly comparable to a “ group” in the US 
air force. Integration will take place in the “tactical air 
command.” The supply and maintenance services and full 
tactical: support, including fighter, coastal and bomber com- 
orp ier will be combined in even larger units called “ tactical 
air forces.” 


Ill.—Who decides production? So far as men are con- 
cerned, proportions and targets will be allocated between 
members when the defence treaty is ratified. Alterations 
can be made only by unanimous agreement of the council of 
ministers (see below). So far as production is concerned 
the defence commission, the executive arm of the EDC 
(see below) will prepare an armaments programme for the 
community as a whole, submit it to the council of ministers 
and see that it is executed in the form approved by them. 
The commission should, for example, decide whether the 
Ruhr should produce tanks and artillery, or only parts for 
them. 


In theory this should also include all arms, supplies and 
equipment needed by the army and air force, and implies 
standardisation and specialisation of arms production in 
member countries. In practice, this cannot happen for some 
time. The production, import and export of all war materials 
by member countries will be subject to approval by the 
commission, and, in the case of war material not for the 
benefit of the community, to licence. 


IV.—Who decides. what shall be paid? A common 
budget will in theory cover all the common expenses and 
receipts—including American military aid—of the community 
from the moment the treaty comes into force. How inclusive 
this will be—whether, for instance, it will cover supplies and 
equipment as well as arms—has yet to be defined. For the 
first two years, in any event, it will necessarily be limited 
by existing national commitments, by the slow development 
of the army, and by the peculiarities of each country’s 
financial procedures. During the “pre-federal stage” of 
the community, national contributions will continue to be 
voted by national parliaments, in line, it is hoped, with 
the budget estimates as approved by the council of ministers. 
The ministers in turn will be guided by provisional estimates 
of expenditure and receipts made by the defence commission, 
and by Nato decisions on how the financial burden of 
rearmament shall be shared between the various countries. 


V.—Where does the political control lie? It will be 
shared between national legislatures, an international council 
of ministers, and the “ supranational ” defence commission. A 
time in the future, when a responsible European assembly 
would have real political power over federal or confederate 


ministers, is a major assumption of the-draft treaty. But for 


the present there will be a mixture of national checks and 
supranational balances. Broadly, the defence commission 
will be the executive of the community and will be truly 
supranational. In execution it has wide powers ; but for all 
policy decisions it will be subject to the council of ministers, 


not only on specific problems but through the fact that the. 


ministers can dismiss individual members of the commission. 


The council of ministers itself will decide by vote ; some- 
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times by majority, in which case it will approach the supra- 
natienal, and sometimes by unanimity—the present formula 
of Nato. The cotincil will in turn be guided by what it 
considers the national legislatures will agree to, more par- 
ticularly in matters of finance where they have the last word. 


There are to be two institutions that will be shared by the 
community and the coal-steel pool: a European court of 
justice, and a European assembly. (When the assembly is 
considering defence, France, Germany and Italy will send 
three extra delegates.) The court will interpret the defence 
treaty and the laws of the community. The assembly will 
have no real powers and few active functions beyond being 
able to complain about the budget estimates and censure the 
commission as a whole—when they must all resign. Its main 
function will be to draft a constitution for a European 
legislature with more positive powers, to take over at stage 
two of the EDC’s’ political career. 


V1.—What are the relations between the council and the 
commission ? The defence commission will have nine 
members for six years each, three to be elected every two 
years by mutual agreement of member nations. While in 
office they are to have no national loyalties. They will 
organise training ; inspect and control the administration of 
forces ; supervise recruitment (which will be done nationally 
according to an international scheme), draw up mobilisation 
plans for men and resources, prepare armament and supply 
programmes and, in close consultation with national govern- 
ments, the budget estimates; administer the same when 
approved ; make junior officer appointments. and recommend 
senior appointments to the council of ministers ; maintain 
contact with SHAPE. In fact, they will constitute something 
very like a European ministry of defence. 


The council of ministers, one from each country, will be 
the catalyst between the national parliaments and the com- 
mission. By unanimous vote, it may do the following: give 
the commission general directives ; alter the composition of 
the forces and the details of the treaty, and decide that an 
emergency exists which calls for mobilisation, By unanimous 
vote also it must: nominate the senior officers and approve 
the total budget and the national shares of the total. By 
simple majority, it must approve the rearmament programme 


and the distribution of the budget under separate heads. — 


By two-thirds majority, it can ask the commission to do 
anything within its competence and it cam request the 
assembly to pass a vote of censure against the commission 
as a whole. But although voting in the council will be 
superficially one for one, there is for the case of the simple 
and two-thirds majority a formula which gives the larger 
contributors a larger voting weight. 


Soviet Farming Record 


TurouGHout the years of Soviet planned economy, agri- 
cultural development has always failed to keep pace with 
the growth of industry. This gap, due mainly to the fact 
that agriculture is less suitable for rapid planned expansion, 
has been further widened every few years by the vagaries 
of nature. It may now be gathered from the Soviet annual 
report that nature in 1951 has once again played havoc with 
the agricultural schemes of Russian planners. It is officially 
admitted that weather conditions have been bad in the Volga 
Valley, western Siberia, Kazakhstan and other regions. The 
results of the drought are unlikely to be as disastrous as in 
1946 or any prewar famine year, But while industry has 
been forging ahead .in 1951, agriculture has. remained 
stationary, with the cotton and beetroot crop only slightly 
better than in 1950 and the grain, and probably potato, crops 
actually lower. 


Thus little, if any, progress was made despite a substantial 
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increase in acreage and further mechanisation. The tota! 
cultivated area, at about 380 million acres, -is slightly larger 
than in 1940, though the grain acreage has not yet climbed 
back to the prewar level. The countryside has now at it; 
disposal more tractors than the 523,000 available in 1940 - 
for during the last six years alone over 670,000 tractors, in 
units of fifteen horse-power, were supplied to rural areas. 
It is claimed that 90 per cent of the ploughing and half the 
harvesting is now done by machines. In addition, the supply 
of fertilisers has apparently. doubled since 1940. Yet, despite 
all this, the average yield is now only very slightly higher 
than before the war; for grain it is probably less than 
4.5 quintals per acre. 


The failure of the grain harvest must have been a particular 
blow to Soviet planners. For output was some 3.§ million 
tons lower than that of 1950, which was in turn 1.5 million 
tons short of objective. No actual shortages are likely to be 
felt in the Soviet Union. The proportion of grain earmarked 
for the towns, the so-called “commercial bread,” was on 
the eve of the war 40 per cent and has been substantially 
increased since then. There should, therefore, be enough 
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grain to feed the urban population and still leave a little for 
stocks. On the other hand, the Russians will probably have 
little surplus grain to throw on to the world market, and 
they must have hoped to use any such surplus as a powerful 
propaganda asset, particularly in Asia. Nevertheless, the 
greatest worry must be the long-term task of feeding the 
ever-growing urban population. Repeated failures of the 
grain crop may jeopardise to a certain extent further rapid 
industrialisation, which is the main Soviet objective. 


As for cotton, a relatively poor crop will prevent the 
Russians from becoming completely independent of outside 
markets. Soviet propaganda assures its public that for the 
last ten years no cotton has been imported and self-sufficiency 
in cotton must be considered quite important, since the 
cultivated area was increased by one-fifth between 1950 
and 1951. But the crop was only insignificantly higher, 
which implies a drop in the average yield. Heavy rains in 
Uzbekistan, where over half the crop is grown, have appar- 
ently spoilt the harvest. 


Livestock production has again been disappointing. The 
original planned figures for 1950 have not yet been fulfilled. 
A revised, more modest three-year plan for livestock develop- 
ment in state and collective farms was drawn‘ up, which 
was to be completed early in 1952. Even this, it would 
seem, has not been carried out; but it may be advisable 


to await some sort of a report on this plan before appraising 
Soviet livestock development. 


Has this relative stagnation and the more obvious failures 
been due exclusively to natural calamities ? It would seem 
that the dislocation created by the amalgamation of collectiv< 
farms into larger units has also been a contributory factor. 
The amalgamation of some 245,000 farms into just ove! 
120,000 should have ended early in 1951. During this 
transitional period the benefits of large-scale production could 
not yet be reaped, while all the disadvantages of reorganis2- 
tion were felt. Collective farmers apy y took advantage 
of it to appropriate communal stock and tools. The larger 
units required the direction of agricultural experts, and it 
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turned out that real specialists were still scarce. Last, but 
not least, the Kolkhozniki were frightened by visions of 
agro-towns. 

When Nikita Khrushchev launched the amalgamation 
drive he spoke of bridging the gap between town and country, 
of transforming villages into rural towns and—by implica- 
tion—of suppressing or reducing the remaining private plots. 
Thereby he has probably roused a slumbering volcano—the 
peasants’ love of property. It is quite possible that in some 
cases the farmers answered by passive resistance and bad 
work, despite the repeated assurances of the authorities. 
Soviet propaganda, in fact, immediately proceeded to tone 
down Khrushchev’s declarations. Lesser party dignitaries 
were allowed to criticise this member of the Politbureau, 
while reservations and limitations poured out from all 
quarters. Only last month Bolshevik proclaimed that 


the process of transforming the collective farm into the future 
commune must take place gradually, while farmers become 
convinced of the need for such change. 


The idea of agro-towns has not been dropped, only put 
into cold storage. In the long run the Soviet rulers still wish 
to eradicate the social differentiation between town and 
country ; but the moment is not opportune. Not only does 
the international situation make it dangerous to rouse peasant 
discontent, but the present priority given to heavy industry 
does not allow the -shifting of scarce resources to rural 
building. Thus in 19§1 only 400,000 rural houses were 
built, less than the average for the last five years. 


The calculation of Soviet planners appears to be as follows : 
in the short run the main task is to raise agricultural output 
sufficiently to allow further rapid industrial expansion, and 
for this purpose amalgamation is sufficient. Soon, it is hoped, 
the benefits of large-scale production will begin to appear, 
and then the lag of agriculture behind industry will gradually 
decrease. In the race to close this gap an important role 
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is to be played by the vast schemes of irrigation, aimed at 
reclaiming desert land and protecting other land from the 
threat of drought. These plans to “put nature on the 
defensive ” are frantically advertised in the Soviet Union, 
but since they form part, together with plans for canal- 
building and hydro-electric development, of the so-called 
“Great Projects” they may be better appraised in that 
connection. 


Renegades in Trade 


THE balance of payments difficulties of the past few months 
have wrought havoc with Europe’s scheme to free imports 
from quota restrictions. One of the basic principles of the 
scheme was the right of member countries to restrict imports 
if their external payments account was markedly in the red. 
Early last year Germany was told to control its imports in 
order to reduce its trade deficit. But it was clearly not 
foreseen that within twelve months Britain would have to 
contract out, in part at any rate, or that France would have 


to throw the whole liberalisation scheme overboard. Britain’ - 


and France together account for some 40 per cent of intra- 
European trade. And now, the whole future of the scheme 
is in jeopardy. 

Liberalisation was conceived in the summer of 1949 when 
the United States was in the throes of its first postwar 
“inventory recession.” Britain and Europe soon realised 
that the only bulwark to an unstable American economy lay 
in the expansion of European trade, and that expansion was 
not possible so long as trade was prescribed by bilateral 
agreements. At first, the member countries of the. Organisa- 
tion for European Economic Co-operation agreed to abolish 
import quotas on at least half of their private trade in each 
of the three main categories—food and feedingstuffs ; raw 
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materials and manufactures. Twelve months later when the 
new European Payments Union was negotiated it was agreed 


,to free in stages at least 60 per cent of private trade and 


then 75 per cent. A concession, however, was made in 
procedure. The 75 per cent was to apply to total private 
trade and the minimum of 60 per cent only to each of the 
three main categories. Thus countries could provide some 
protection for their domestic agriculture by freeing more 
than 75 per cent of their imports of either raw materials 
or manufactures, or both. 


Widening Europe’s Market 

The simple formula of basing the percentage of private 
trade freed from quota restrictions on the actual pattern of 
trade that existed in 1948 enabled countries to keep to the 
letter of the scheme without increasing the volume of trade. 
If, for example, Britain imported azaleas under quota in 
1948, but imported none in 1950 even when the quotas were 
abolished, this move counted so much per cent towards its 
objective to liberalise a certain proportion of its trade. 
Further, countries objected to the British policy of govern- 
ment import of foodstuffs which was excluded from the 
liberalisation scheme. Finally, so long as countries were left 
to choose which items they would free, the chance of creating 
a single European market—free from quotas, but not free 
from tariffs—was small. Hence a new technique was evolved 
early last year—the common list—where: al! countries agreed 
to abolish import quotas on the same goods in addition to 
the previous undertakings. Because the list was common 
to all countries, its scope was naturally restricted and covered 
in the main textiles and textile machinery. Even so, not all 
countries were able to comply. Apart from Germany, the 
exceptions. were the smaller countries such as Austria, Den- 
mark, Greece, Iceland and Norway, and even they agreed 
to adhere to the common list when they extended their 
liberalisation. Germany was a special case, It was allowed 
to revert to quota restrictions early in 19§1 in order to reduce 
its chronic deficit with EPU. At the beginning of this year 
Germany freed once more 60 per cent of its private trade 
with European countries. 


Last summer hopes that intra-European trade would soon 
be freed from quantitative restrictions were high. The 
exceptions that had to be made were not considered serious 
threats to the scheme. Indeed they were regatded as proof 
of its flexibility—a flexibility that did not curb a govern- 
ment’s sovereignty, over its domestic economic affairs. But 
the situation changed dramatically in the second half of 1951. 
Britain and the sterling area became a net debtor to EPU 
and had to meet 60 per cent-of its deficit in gold ; Britain 
and the sterling area were also running a large dollar deficit. 
Emergency measures were introduced in November and 
imports were cut by £350 million. Although only a few 
items on the common list were affected, something like a 
third of Britain’s private trade with Europe was again sub- 
jected to import licensing. The additional import cuts of 
£150 million announced last January fell mainly on goods 
purchased by the Government or already controlled by 
licensing. 

The French deficit with both EPU and the dollar area 
increased sharply in the last few months of 1951 and again 
in January of this year. A month ago the French Govern- 
ment announced that imports would be drastically cut ; last 
week it renounced all its liberalisation measures and sub- 
jected all imports to quantitative restrictions. Just as 
Germany and the smaller countries were beginning to feel 
that they could play their full part in freeing intra~-European 
trade, the two largest members of the European trading 
community had to contract out. And what of the future ? 

Britain is essentially a trading nation and it gains, not loses, 
from any move towards freer trade. The liberalisation 
scheme came from British imitiative, and once Britain’s 
balance of payments is again in surplus, it will no doubt 
abolish the recently imposed import restrictions. But if 
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Europe’s internal trade is to expand, liberalisation canno: 
be regarded as something to be jettisoned whenever th: 


economy gets off an even keel. A a payment; 
scheme that provided an effective deterrent to the constan: 
creditor as well as to the constant debtor might help to 
ensure that commitments to free trade would not be fre- 
quently abandoned. But the vital prerequisite is for thc 
participating countries to direct their domestic economi: 
policies so as to maintain a balance in their overseas payment. 
account, Autarky can only lead to trade restriction. 


Holland: From Disinflation 
to Unemployment 


[FROM A CORRESPONDENT] 


At first sight Holland’s economic and financial position 
during the past year has improved greatly, after the upheavals 
which were a c uence of Korea, devaluation and the 
general economic ties of the postwar world. Korea 
caused an upsurge of world market prices which was par- 
ticularly disastrous for a country like Holland, depending 
on raw materials and foodstuffs from abroad. At the begin- 
ning of 1951, however, the Dutch government tightened 
the belt ; it increased taxation, restricted credits, and raised 
discount rates. At the same time exports began to revive, 
partly as a result of domestic policies, and partly because o! 
the revival of Holland’s main export markets, particularly 
in Germany. In the course of the year many Dutch goods 
were sold in the western hemisphere, partly in Latin America, 
and the balance of payments improved considerably, although 
trade with the Benelux partner is still hopelessly onesided ; 
Belgium exports far more to Holland than the other way 
round, and tue progress of Benelux is at a standstill, if not 
in a state of complete crisis. But in the European Payments 
Union as a whole Holland’s position is good, and even the 
deficit with the dollar area has been, if not bridged, at leas: 
considerably narrowed. ~The foreign currency reserve i: 
steadily increasing, and as far as one can see at the moment, 
the deficit on the balance of payments for 1952 will not be 
700 million guilders as was bes estimated, but somewhere 


about 300 million. The budget. has been balanced 
and although the Minister of Finance looks duly pessimistic 


On appropriate occasions (as when new taxation bills are 
debated in parliament) it is evident from the. published figures 
of tax yields that they are much higher than even optimistic 
observers dared suppose last year. : 


Fall in Demand 


_ But there is one dark blot on the picture—unemployment 
is going up steadily,. The most recent figures are: 128,000 
people completely unemployed, 2,000 on half-pay, and 36,000 
in the “ DUW,” @ government agency for the promotion of 
public works. This is not so much unemployment as Holland 
had before the war ;.in 1938, for .example, the numbers of 
completely unemployed varied from: 250,000 to 360,000, and 
of “DUW” workers from 40,000 to 65,000, But it is far 
more than. Lord Beveridge’s famous 3 per cent estimate ; 
this would lie, for Holland, somewhere between 90,000 
and 100,000, and éxperts say that, if “ invisible ” unemploy- 
ment is included, it has already reached the 200,000 mark 
and, worse still, is steadily going up. tS 

Part of this is a consequence of the policies pursued by 
the Dutch government, part of it is sim eaead by 2 
natural fall in demand. The ati Chul triton in the 
slump in the shoe and leather industry, in textiles and in 
ready-made clothes. After Korea a buying spree_ started, 
but st , goatee from financial exhaustion, half a year 
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budget, and it is not accidemtal that the periods of large 
purchases of these durable consumer goods coincide with 
the periods of large withdrawings from the savings banks. 

The slump in the building trade, on the other hand, is 
based on tighter financial controls. Fewer houses are likely 
to be built not so much because of shortage of materials, 
but because of the difficulty of financing housing projects. 
The municipalities, always large builders in Holland, are 
short of money, and propaganda for voluntary housing loans 
has had only incomplete success. The building trade, with 
about 7 per cent of all workers, has already 42,000 unem- 
ployed, or one-fourth of the total. 


Prospects Not Bright 


The prospects therefore are not bright, although some 
relief is in sight from half-pay systems. But the mechanisa- 
tion and new equipment of the last few years have made 
many an unskilled worker almost unfit for employment, 
particularly in branches like the metal industries. Public 
works lighten the burden of unemployment by providing at 
least some work, but the psychological hardships of coarse, 
untrained manual work, loss of prestige and distance from 
the family remain, and the capacities for public works may 
be limited. 

Politically the strange thing is that this policy, which can 
politely be called disinflation but is in fact deflation, is 
carried out by a government of nearly the same coalition 
structure as all Dutch governments since the war have had— 
with much social progressiveness in mind and on its pro- 
gramme, but now an increasing amount of Belgian-style 
lasser faire in its practical policies. Rearmament has made 
this necessary, but not less painful. 


Parties and Politics in Italy 


[FROM OUR ROME CORRESPONDENT] 


SiGNor DE GASPERI is now having to use all his powers of 
statecraft to hold his own in the Italian Chamber. He is 
beset on two sides: by the industrialists who are fighting 
bitterly against Italy’s participation in the Schuman Plan 
now that this looks like being put into effect, and by the 
agriculturalists in his own Christian Democrat party who are 
trying to resist land reform. Dr Costa, the subtle leader 
of the Industrial Employers’ Confederation—a powerful and 
well-organised group in Italy—has been telling the press 
that the Schuman Plan will put one sector of Italian industry 
under the orders of a non-Italian authority without any 
guarantee that international developments will not affect 
other sectors adversely. The leader of the sixty senators and 
deputies who oppose land reform is Signor Carmine De 
Martino. Until recently he had kept very much in the 
background, but lately the Wasps, as this group came to 
be called last year, has been very active under his leadership, 
and the government’s maneeuvring space has become very 
narrow. 

_ The Wasps have been able to embarrass the government 
oy virtue of the fact that there are two kinds of ballot in 
the Italian Chamber, secret and open. The W. began 
votmng against the government in secret ballot early last year. 
When they do, the only way for Signor De Gasperi to 
'e-establish his position is to insist on a vote of confidence— 
which has to be taken by an open ballot. So far the rebels 
nave always come to heel when this ha 
ness of government majorities, and in the occasional 
government defeats, naturally have a bad effect on the gov- 
ernment’s prestige in the country. The Communists are quick 
‘0 exploit this situation. Whenever they see an issue on which 
there is some opposition to the government’s policies within 


its Own ranks, they set in motion the procedure for bringing 
the debate to a secret vote. 


but the close- 


:* 29 

This Communist tactic was adopted recently in the debates 
on state employees’ pay, a topic on which the Christian 
Democrat trade uniom-group is openly hostile to its govern- 
ment’s attitude; this is one of the subjects which has 
driven a distressingly wide gap between the administration 
and its trade union supporters all over the country. Once 
a ballot is <nsured in secret, whatever the original subject, 
the Communists know that other opponents of the govern- 
ment, like the Wasps, will vote against Signor De Gasperi 
out of sheer ill-humour. 


Although -making it clear that they would vote for the 
government when it comes to a vote of confidence, the Wasps 
have in fact received a bad press in the main middle~<lass 
journals. Signor De Gasperi, these point out, is now con- 
tinually at the mercy of numerous followers whose political 
aims the public cannot grasp. It is true that the Wasp 
senators and deputies some weeks ago presented a bulky 
memorial to the party chiefs containing proposals for land 
reclamations, for the formation of mobile labour brigades, 
and for reducing the number of the Ministries. The public, 
however, already knows the sort of economic orthodoxy 
advocated by these Christian Democrat right wingers. What 
it wants to know is what their political plam is. Ali that 
is clear is that they dislike Signor De Gasperi’s orientation 
of obstinate fidelity to a synthesis of liberalism and socialism, 
which is lofty in intention, cloudy in outline, and is kept 
working by the Premier’s capacity to handle personally, with 
indefatigable adroitness, the tensions arising between his 
more and his less capitalistic, socialistic, nationalistic of 
theocratical colleagues. 


Major Problems Remain 


The load upon Signor De Gasperi (now Foreign Minister 
too) has become immense. It is an impressive fact that after 
four years of shepherding along the middle of the road 
Italy appears to be better off than at the beginning ; but 
it is. also true that the major economic and social questions 
are where they then were—the unemployed still unemployed, 
the outdated and redundant industries still outdated and 
redundant, the hesitant mood of the nation towards the 
great issues of foreign policy still hesitant (despite much paet- 
signing and some little rearming), and the prevalent Com- 
munism of the workers still prevalent. While most of the 
electors may still be as determined as they were in 1948 
to keep out the Communists, they will when the new general 
elections take place, at latest in the spring of 1953, no longer 
feel that the mere exclusion of the Communists is going to 
set Italy on a short cut towards work for all, social justice, 
and quieto vivere in the international sphere—hopes which 
to some extent accompanied Signor De Gasperi in his 
triumph in 1948. 


Meanwhile eyes are on the partial rehearsal of the general 
elections due at a much nearer date in the shape of provincial 
and municipal elections in Rome and farther south. Here 
it will be seen whether an anti-De Gasperi right-wing front 
can develop, on that specially favourable ground, and whose 
adherence and support it will win. Will the Monarchists and 
the Italian Social Movement (“ neo-Fascists”) really pull 
their weight together, as. they say they will? Will the 
Liberals really fulfil their party directorate’s pledge, uttered 
in distant Turin, to have no electoral truck with Fascists ? 
Will Catholic Action, now presided over by the nationalistic 
Dr Gedda, join with the hierarchy in giving the same 
unequivocal advice as in 1948 to vote for Christian Demo- 
cracy ? Will the little “lay” democratic groups, from 
Social Democrats to authentic Liberals, really try to plough 
a lonely furrow ? Some “political expression the present 
feelings must achieve. The political astuteness and personal 
rectitude of Signor De Gasperi, fortified by a few impressive 

les of devotion among his colleagues, will have to offset 
5 aid Seaiichdc Oona ak Maceenae ad ewes 
in the country. 
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Stick and Carrot in Poland 


THe Poles have now published not only their economic 
Valance-sheet for the past year, as the Russians and other 
east European governments have done, but also their detailed 
objectives for 1952. From these two documents and com- 
ments thereupon it is obvious that despite the admitted 
failure of agriculture Polish planners are determined to make 
the tempo of industrialisation still faster. 


Partly because of a severe drought, partly because of 
“speculation and hostile subversive propaganda,” agricul- 
tural output and supplies were much lower last year than 
in 1950. Even this year the damage is unlikely to be repaired, 
and production is expected to fall, at the best, slightly short 
of the level foreseen in the Six-Year Plan. Not so in 
industry. Industrial output, it is claimed, rose by almost 
a quarter in 1951 and should increase by nearly as much 
in 1952. Here there is no time lag compared with the Plan ; 
on the contrary, by the end of 1952 industrial production 
should be nearly 17 per cent ahead of schedule.. From the 
steeply raised annual targets it would appear that the Polish 
leaders intend to reach their long-term industrial objectives 
in 1954 instead of 1955, thus “ fulfilling their Six-Year Plan 
in five years” on the Russian model. In fact President 
Bierut has already stated that it should be carried out nine 
momths earlier than the original dateline. 





DEVELOPMENT OF BASIC PRODUCTION 








(000 Tons) 
| Target* | Targett 
| 1949 | 1990 | 1951 | "3962 | 1955 
Hard coal ....+.. | 74,100 | 78,000 | 81,900 | 86,000 | 100,000 
Crude steel ...... | 2304) 2515| 2792! 3,325| 4600 
Cement........+. | 2301} 2512| 2688| 3,266/ 4,950 
Electricity} .<... 8.300 | 19,300 


9,400 | 11,100 | 12,500 | 


* New target. Plan approved in 1950. { Mn. kWh. 





Fhe achievements will certainly not be uniform. It will 
probably be difficult to accelerate the expansion of the coal 
industry, while the steel industry should make quick head- 
way once the new mills of Czestochowa and Nowa Huta, 
near Krakow—expected to produce together 2.6 million 
tons annually—are fully exploited. The engineering and 
chemical industries are also forging quickly ahead, the pro- 
duction indices in the main branches rising by one-third 
to two-thirds every year. By comparison, output of con- 
sumers’ goods is advancing at a snail’s pace. Like Russia, 
Poland must pay for the rapid development of heavy industry 
by the relative curtailment of consumption, and despite all 
the assurances to the contrary this is apparent from the 
figures themselves. Thus, for example, in 1952 output 
of capital goods 1s expected to increase by nearly 30 per 
cent, that of consumer goods by less than 17 per cent. 
While in basic production Poland is quickly catching up 
with the industrialised western nations, it only produces one 
shoe per inhabitant per year and the target of one pair per 
inhabitant in 1955 may well not be reached. Output of 
textiles is progtessing, but very slowly, and even so a large 
proportion is exported to the Soviet Union. 


Increasing Burden of Defence 


The discrepancy between heavy and light industry is an 
almost inevitable phenomenon in the rapidly expanding 
economies of the Soviet sphere of influence. But there are 
also other strains. Commenting. on the Plan before the 
Central Committee of the Polish Workers’ Party, Mr Szyr, 
the deputy chairman of the Planning Commission, com- 
plained of shortages of non-ferrous metals, which hindered 


_ THE ECONOMIST, March 1, 195? 
the development of metallurgy. The Russians are probably 


unable to help in this sphere, since Mr Szyr talked of the 
need to become independent of “ imperialist pressure.” 4; 
the same ue he spoke repeatedly of the need to step up 
defence proauction, which implies that the Polish economy 
is expected to bear another burden—to share in the rearm,- 
ment effort of the Soviet bloc. 


Another obstacle is apparently connected with the scarci:, 
of manpower, particularly of skilled labour- This shortave 
is by itself a measure of the pace of expansion, since worke;; 
and employees (excluding agricultural labour) now numb: 
over five million, about one-fifth of the total population, com- 
pared with just over ten per cemt in 1956 and an even 
smaller percentage before the war. True, this increase may 
be partly explained by the greater employment of women. 
who now account for nearly one-third of the total employed 
Yet this must have been coupled with a rapid growth of the 
urban population, a growth which the Polish planners are 
intent on maintaining, if not increasing. 


Thus, the stiffest tasks before them are really how to feed 
this expanding urban population, how to increase agricultural 
output and, last but not least, how to get larger supplies 
from the peasants. The problem must have faced the Polish 
rulers all along, and last year’s drought has only emphasised 
it sharply. The crops were bad—an overall reduction of 
nearly five per cent compared with the previous year is 
officially admitted—the discontented peasant refused to 
co-operate, and the result was a shortage of potatoes and 
meat in the towns and of sugar beet and. leather for industry, 
long queues outside shops, and even an indirect threat to th: 
industrial plan. Assuming even that this year’s weather will 
be more favourable, will the peasants cease to resist passively 
and what guarantee is there that they will not take advantage 
of any new shortages? In the report mentioned above 
Mr Szyr, put a large part of the blame for the attitude of 
the peasants on the party’s insufficient vigilance. Special 
meetings are now being held between the Workers’ Party 
rural cadres and other groups to remedy that. But the 
authorities still seem to find it difficult to decide between 
a policy of coercion and one of cajolery. 


All Depends on the Peasants 


_ A recent move may well indicate that the government is 
in favour of sterner measures. The Polish Sejm has just 
decreed that each peasant will have to supply a certain 
number of cattle, pigs and poultry, according to the size 
of his holding. Formerly contracting was voluntary, and 
the authorities tried to encourage the peasants by prizes 
and tax reductions. 


On the other hand this decree may be just an isolated 
act of desperation. Although Mr Szyr repeatedly referred 
in his speech to the lack of balance between town and 
country and to the inherent conflict between socialised 
industry and private agriculture, he made no mention o! 
any plans for rapid collectivisation. He forecast only that 
the number of tractors available at special tractor stations 
would be increased by over 50 per cent. There. is no doubt 
that collectivisation is the ultimate goal of the Polish planners. 
By the end of this year, however, state and collective farms 
combined are scheduled to account for less than one-sixt!: 
of the total arable land and agricultural output. This 
certainly not enough to exercise a decisive role in the rural 
oad bia ae ae the incessant need to extract large! 

Supplies for ing urban ion, will the 
Polish rulers embark ons cola deo the 
upheaval it may cause, or will they wait for a more suitabl: 
international situation to sap the peasant resistance ? They 
must be pondering hard now on the danger of the stick anc 
the ineffectiveness of the carrot, since it is on their ability 
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HAVE SOMETHING eho BEHIND YOU 





New Interest Rate 
enhances value of this 


SAFE INVESTMENT 


The Co-operative Permanent Building 
Society announce that from Ist March, 
1952, the rate of Interest on each 
personal share investment will 
increase to 


2% 


per annum, with Income Tax paid by 
the Society. This is equivalent to 
£4.15.3d. per cent. to the Investor 
liable to tax at the full standard rate. 


TOTAL ASSETS £66,000,000 
RESERVE FUNDS £3,000,000 


Established 1884 


CO-OPERATIVE 
PERMANENT 


BUILDING SOCIETY 
New Oxford House, London, W.C.1! 
; Teh HOLborn 2302 
City Office: 163, ate, E.C.2 
Tel. : MONarch 3556/7 - 
900 Branches and Agencies 








539 

















to the Inn 





beer is best 


issued by the Brewers’ Society, 42 Portman Square, London, W.I 
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A VALUABLE AUXILIARY 
CALCULATOR Sega se 
FOR THE 

ans 
LARGE OFFICE —— ia oad 


No skilled operator needed. 








gre IDEAL 
CALCULATOR 
FOR THE 
SMALL OFFICE 


Alimembers of the staff can use it. 


* 


THE PERFECT PERSONAL 
CALCULATOR FOR = 
THE BUSINESS 
EXECUTIVE 


No bigger than a desk "phone. 
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Catesbys LINOLEUM 
and CORBULIN 


The contracts listed suggest the wide variety of Floor-coveri 
work and exemplify the craftsmanship attained by CATESBY 
LINOLEUM ‘CONTRACT DIVISION, They include 


canteens, hospitals, schools, factories, 
offices, churches, power stations, 
banks, universities, etc. 


As the life and efficiency of 
Catesbys Linoleum and Corbulin 
depends upon proper fitting, it is 
important to get the craftsmen best 
suited for the job. We have a long 
established specialist staff of highly 
skilled fitters who know precisely 
what is needed when floors and 
floorings are in question. - It is their 
job to know how to get greatest 
efficiency with the saving of material. 


The use of Corbulin—the damp- 
proof floor covering, in various colours 
and thicknesses — has played a big part 
in bringing old old and new concrete 
surfaces into use with a minimum of 
delay and the maximum of comfort 
and efficiency. 


We invite your enquiries to our 
Linoleum Contract Division: 





University College Hospital 

Royal College of Arts 

King’s College Hospital 

Allen and Hanbury 

All Souls Church 

Adrema Ltd. 

Glaxo Laboratories 

Marsham Tyre Rubber Co. 

Snow Hill Police Station 

Ilford Ltd, 

Stourport Power Station 

Redhill Hospital 

Bank of New South Wales 

Car Mart Ltd. 

Rootes Securities 

Dentists Provident 
Association 


Iron and Steel Federation 
Research Association 





CATESBYS., 








' THE MULTO iss availabie in 
, pri i 4MODELS 


%* Low price—high per- 
formance. MODEL 3—10 figure _ Setting- 
te One hand operated, iooek seael ines Chaska £49 
%& Handy and Portable. | MODEL 13—Simitar to Mode’ 3, 
de Precision Built but with back transfer deviee £59 
; MODEL 103—As Mode! 3, but 
% Attractive in Appear- | with full tens transmission £59 
ance. MODEL 113—As Model 103— 
and with back transfer £69 

















! » PORTABLE UGHTWEIGHT 
CALCULATOR 


“BULMER’S (CALCULATORS) LTD., 
7 & 8 POULTRY, LONDON, E.C.2. 
: Telephone: Central 3611. 
Sales and Serv:ce throughout Great Britain 











64-67 TOTTENHAM COURT ROAD - LONDON, W.1 


TEL: MUSEUM 7777 
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Loui speaKING 


How much time is 
wasted in your offices 
through lack of inter- 
departmental contact? 
The. RELIANCE Loudspeaking Telephone Service 


facilitates interc ation between executives and 
departments. 





A flick of a switch and your staff is at your elbow and in 
touch with each other. 


Queries are settled without staff leaving their desks o- 
the P.O. switchboard being overloaded with interna 
traffic. Complete conferences are possible by throwing 
two or more keys. - 


Here is real economy and real efficiency. 


May we send you full particulars—without obligation o! 
course. Write for leaflet T.E.11. 


THE 
PROFESSIONAL 
MANS GREATEST, 





THE RELIANCE TELEPHONE COMPANY L™ 


(A subsidiary of the General Electric Co. Ltd.) 
“39.47, PARKER STREET, KINGSWAY, LONDON, W.C.2 


Tel.: Chancery 5341 (P.B.X) 


Sciitce thpiaabess de Uae’ Kleat 
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THE BUSINESS WORLD 





Purchase Tax and Utility 


TT’ O form an opinion about the report of the Douglas 
Committee on purchase tax and the utility schemes* 
o which brief reference was made in The Economist 

t week) calls for fairly detailed knowledge of the 
origins of the utility schemes and also of the circum- 
stances that led to the committee’s appointment last July. 

It was set up jointly by the Treasury and the Board of 
Trade 
to review the present system of Purchase Tax affecting those 

lasses of goods within which Utility schemes operate in 
relation to international agreements bearing on the internal 


‘axation of imported goods and to the interests of the export 
trade, consumers and manufacturers 


and in recommending any changes, the committee was 
instructed to have 
i 
due regard to the need to maintain the advantage of the 


Utility schemes to consumers, the expansion of the export 
trade and the yield of Purchase Tax revenue. 


The industries with utility schemes that came under 
the Committee’s study are textiles, clothing, shoes and 
furniture. Utility articles do not attract purchase tax 
with the exceptions of utility fur coats and fully 
fashioned stockings, which are both taxed at 33} per 
cent). Non-utility products of these industries are taxed. 
at three different rates. Clothing, shoes, furniture and 
bedding bear tax at 334 per cent of the wholesale value, 
piece goods and household textiles at 663 per cent and 
furs at 100 per cent. The utility scheme from its incep- 
tion in September, 1941, has been the product of a 
mixed marriage between the Treasury and the Board 
of Trade. It was originally designed ‘to provide the 
greatest volume of low and medium grade clothing, 
given the limitations of labour and materials in wartime. 
Manufacturers were cajoled and sometimes forced (by 
conditional allocations of materials) to produce utility 
clothing. Limited prices and standard specifications 
were laid down—the latter not to secure given standards 
of quality but rather to make price control effective. 
Exemption of utility clothing from purchase tax 
followed in August, 1942, in an attempt to limit the rise 
in the cost of living. 


From this beginning-there developed the incredible 
complications and the confused ideas that surround the 
utility schemes today. Some 539 specifications for boys’ 
knickers and 781 specifications for men’s shirts now 
exist and many hundreds of special licences have been 
granted giving the utility mark to goods that would 
be outside the specifications and, therefore, liable to pur- 
chase tax. The confusion of ideas arises from the 
common assumption that the utility schemes are an 
integral part of social policy—that they provide goods 
of guaranteed quality at cheap prices. If this was ever 
‘rue, it is no longer so. The Board of Trade, in effect, 
decides how much of the output of these industries will 
be liable to purchase tax by the simple means of fixing 

*Cmd. 8452. : 





the maximum prices for utility goods. The higher these 
prices are, the greater will be the volume of utility 
goods reaching the home market. But the rigid descrip- 
tion of utility goods that was at first an essential feature 
of the scheme has been steadily loosened. A continuous 
process of piece-meal revision has left the Treasury with a 
residue of revenue problems and the Board of Trade with 
the unending task of adapting the utility schemes té meet 
the needs of producers and consumers as circumstances 
change. 


* 


Textile manufacturers have long complained that the 
utility schemes were prejudicial to British -exports, 
because utility cloth was not of a quality to attract buyers 
abroad while non-utility cloth, with its extra burden of 
purchase tax, was unattractive to most buyers at home. 
The Board of Trade has shown some sympathy with 
this view, for during the last eighteen months it has 
modified one utility scheme after another so that manu- 
facturers could adapt their production to take advantage 
of export opportunities without risk of severe loss if ‘the 
goods had to be sold at home. Maximum utility prices 
have been raised, sometimes by as much as 30 per cent, 


and detailed descriptions of utility goods have been pro- 
gressively abandoned. 


This policy of relaxation has also cut the yield of 
purchase tax by increasing the voluine of tax free utility 
goods on the home market. In 1948, before the wartime 
controls had been markedly relaxed, 72 per cent of 
cotton and linen cloth, 71 per cent of rayon cloth and 
72 per cent of wool cloth delivered to the home 
market was utility. Some 62 per cent of all shoes (exclu- 
ding those made of rubber) ‘and approximately 90 per 
cent of the furniture was also utility. By 1950, changes 
in demand and more plentiful materials had reduced the 
proportions of utility cotton and rayon deliveries to $5 
and 63 per cent but the raising of maximum prices had 
increased the deliveries of utility wool cloth to 85 per 
cent of the whole and of utility shoes to 97 per cent, 
Last spring, indeed, deliveries of utility wool cloth and 
utility shoes rose still further to 87 and 98 per cent 
of total deliveries respectively, while utility cotton cloth 
had fallen to only 54 per cent of total deliveries. It is 
generally believed that as a result of relaxations of the 
utility controls for cotton and rayon textiles made last 
spring, the proportion of utility goods of these materials 
is now nearer 80 per cent of the whole. The full effect 
of these latest changes. in supplies on purchase tax 
receipts -cannot have been felt until the latter half 
of 1951; but it is worth recalling that when 
the utility scheme for shoes was extended to cover the 
bulk of the industry’s home sales, revenue from this one 
class fell from £12 million in 1948-49 to £3.4 million in 
1950-51. In 1948-49, the total yield from purchase tax 
on shoes, clothing, household textiles and piece goods 
came to £95 million. In 1950-51, receipts were down 
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to £83 million. The Board of Trade has since set in 
motion a chain of events that can only reinforce this 
decline, but the Douglas Committee was instructed to 
keep in mind a yield from purchase tax approaching that 
for 1950-51 which must be considerably higher than the 
current rate of receipts. 


The British utility schemes have encountered much 
criticism abroad. At the meetings of the signatories of 
the General Agreement on Tariffs and Trade (GATT) 
in the spring and summer of 1951, there was concerted 
protest that the broadening of the utility schemes in the 
British home market discriminated against imported 
goods. This criticism was in fact justified for, with 
rare exceptions, foreign goods could not qualify for the 
utility mark and were accordingly liable not only to 
import duty, but also to purchase tax. The Douglas 
report quotes the case of a cotton dress fabric which, 
before the Board of Trade relaxed its regulations for 
utility cotton, sold as a non-utility product at 9s. 2d. a 
yard compared with 11s. a yard for imported cloth. 
Following the relaxations the British cloth sold as utility 
at only 5s. 2d. a yard while thé imported cloth remained 
at 11s. As a result of these protests and of the accom- 
panying threats of retaliatory action the Government 
undertook to make no further changes in the utility 
schemes until the committee had presented its report. 


* 


The report concludes that the single purpose of the 
1,021 pages of utility price and manufacturing orders 
is to draw an arbitrary line between goods that qualify 
for the valuable concession of freedom from purchase 
tax and those that do not. The schemes no longer serve 
their original function of keeping prices down ; maxi- 
mum utility prices are now so high in certain classes 
that the bulk of utility goods are sold well below them. 
Except possibly for furniture, prices also bear no 
relation to quality because the detailed descriptions that 
once governed quality have been largely abandoned. 
Nor do they ensure that tax is borne by less-essential 
goods ; evening shoes and dress suits can be bought tax 
free while some articles widely used in poorer 
households carry the full rate of tax. 


Since the utility schemes are now composed of more 
patches than original fabric, the committee has wisely 
avoided any proposals that would make the patchwork 
even more complicated. Its terms of reference, however, 
call for “ due regard to the need to maintain the advan- 
tage of the utility schemes to consumers ” ; and for this 
reason it has rejected the idea of a low flat rate of tax on 
all articles and decided in favour of a system that leaves 
a proportion of output of these particular industries free 
of purchase tax. But instead of purchase tax being 
levied, as at present, on the whole value of non-utility 
goods it would be assessed only on the excess of the 
total wholesale price above a tax-free limit. This 
suggestion represents a big advance on present methods. 
At one step, it removes the main grounds of complaint 
against the utility schemes. It removes any hint of dis- 
crimination against imported goods since these would 
rank for the same tax treatment as British goods ; jt 
reduces the heavy burden of tax where goods are priced 
just above the tax-free limit, and it suggests a means of 
checking the present decline in tax revenue. It has the 
further indirect advantage’ of i the whole 
responsibility for defining the tax-free limits of produc- 
tion with the Treasury instead, as at present, of dividing 
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it between the Treasury and the Board of Trade. It 
appears to have been in the committee’s mind that these 
limits might be set annually as part of the Budget exer. 
cise and not open to further revision during the ensuin- 
year 


There must be doubts, nevertheless, about the mear:; 
that are proposed for applying this new system. Th- 
first problem is to estimate the level of tax-exemption a: 
which goods in the utility classes would bring in ; 
revenue of between {80 and {£90 million a year. Th- 
committee was anxious that the proportion of tax-fre- 
output would be the same for all classes of goods and no: 
range, say, from almost all the output of one class 1) 
barely half that of other classes. Plainly, then, th: 
division between tax-free and taxed goods could not b- 
fixed by reference to the present maximum utility prices 
The committee, therefore, took as its starting point : 
survey carried out by the Social Survey into consume: 
spending in March and April last year. This survey, 
which has not been published, examined a number of 
purchases made by families covering a representative 
range of incomes from the highest to the lowest, and also 
the price paid for each article. When the purchases oi 
each article were arranged in ascending order of value, i: 
was found that if the price of the middle item in each lis: 
was taken as setting the tax-free limit, then, at current 
rates of tax, the revenue from taxing the upper half of 
the list by the method proposed would show no 
significant alteration compared with the tax yield unde: 
the utility schemes. On this evidence, the committee has 
recommended that the present rates of tax should b- 
retained and the tax-free limit for each class of utili, 
goods should be fixed in such a way that at least half the 
number of purchases would consist of goods carrying no 
tax. It follows that some tax would fall on goods tha: 
now bear none. 


The statistical technique of sample surveys is highly 
developed, but it has still to be proved that the results 
are accurate enough to provide numerical data to form 
the basis of a fiscal system. For example, what changes 
will occur in the distribution of shoe sales, when roughly 
48 per cent of the deliveries to the home market attract 
tax for the first time in several years ? This part of the 
report is intriguing rather than conclusive. The whole 
operation of the “D” system needs much more con- 
vincing demonstration than it receives. The proposal 
to exempt half the purchases from taxation, and so keep 
the rate of tax on the balance unchanged, prompts 
comment on another count: it would still fail to 
provide encouragement for the production and 
sale of high-quality goods. Under the’ proposed 
re-arrangement, the amount of tax that they would 
attract remains almost unchanged. Admittedly, the new 
method of tax assessment proposed in the report provides 
so gradual a rise in the amount of tax levied above th< 
tax-free limit that it offers the-prospect of relief for pro- 
ducers and consumers of goods sold at prices just abov: 
that limit. But, for that very reason, the committee’: 
assumptions that for social reasons the tax-free limit has 
to be set high enough to exempt at least half of the pur- 
chases from taxation surely call for proof. If all 
articles in a given class were to be taxed, the rate needed 
to bring in the desired revenue need not, according to 
the committee’s own conclusions, be more than 10 [0 
12} per cent on made-up articles and about 2§ per cen’ 
on piece-goods. The committee interpreted its terms 


of reference to mean that such a flat rate of tax could 
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not be recommended ; yet it is simpler to administer 
than a scheme that divides output into a taxed and 
untaxed categories by methods that many producers and 
consumers will regard as recondite. The relatively low 
rate of tax would have provided the much-needed relief 
for uuality goods without placing any intolerable burden 
on the cheapest products, and if the tax-free limit was 
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fixed at almost any point below the half-way mark for 
— the existing rates of tax could presumably 

ve been reduced. No doubt these points will be 
studied by the Chancellor of the Exchequer. He has 
at least been armed with a report that throws full light 


on the anomalies and pretensions of the present utility 
arrangements. 


Lower Prices for Used Cars? 


p RICE control for secondhand cars has been considered 
officially, and tarned down, on several occasions since 
the war. The idea still finds supporters ; and a fortnight 
ago the official organisations of the motor industry and 
trade discussed its pros and cons in some detail. Such 
discussion is logical enough, for the supply of new cars to 
the home market remains hopelessly inadequate. Some 
720,000 new cars have been sold at home since the war ; 
there are still orders for 1,250,000 or more on the indus- 
try’s books, of which only 60,000 are intended to be filled 
this year. The industry is “now making a further effort 
to discover whether any other steps can be taken to make 
the control of new car allocations even more rigid than 
it is now.” In such circumstances, the argument that 
the sale of secondhand cars should also be brought under 
control is only human. Here is the one sector of the car 
market where demand still asserts its full influence on 
price. The trade associations have again rejected price 
control for used cars as impracticable, though it should 
be noted that in the United States the Office of Price 
Stabilisation, in conditions of much milder shortage, pur- 
ports to. control prices of used cars. But the proposal 
for similar controls in Britain must be judged in the light 
of current trends in the market for used cars—which are 
the only measure of the “free” demand for cars in 
general. The recent behaviour of prices is beginning to 
suggest that price control, as a means of moderating the 
premium that has been obtainable since the war for 
immediate delivery of a car, is not only impracticable 
but also is becoming less necessary. 


The transformation in the car trade since the war can 
only be measured by recalling its prewar condition. In 
1939, about two million cars were on the roads and new 
cars came onto the home market at the rate of 250,000 
to 275,000 a year. If it is guessed that before the war 
cars changed hands on the average every two years, then 
the sale of new cars may have accounted for 20 to 25 
per cent of the trade’s turnover in units, probably 30 per 
cent or more of its money turnover, and between 40 and 
50 per cent of its profit. Many dealers in the thirties 
circumvented resale price maintenance by the car makers 
by allowing exaggerated values for the purchaser’s old 
car. Eventually the manufacturers, through the British 
Motor Trade Association, contrived to outlaw such com- 
petition between dealers ling the maximum 
“ part exchange values” to be allowed in the go per cent 


ol new car sales then involving such exchanges. This 
they did by refusing trade terms on new cars to dealers. 
who departed from the values issued monthly in “ The 
National Used Car Price Book.” — 

Such control of exchange values before the war 
was assisted by apa! that brought about an 
‘rderly price structure for second-hand cars. The trade 


papers published regular surveys of used car prices, while 
some large dealers and on¢ private publishing company 
circulated elaborate guides about the second-hand 
market. Advertisements in the motoring press have always 
shown a remarkable uniformity in the prices that different 
dealers—and individual owners—quoted for a given car 
at a given date. In Great Portland Street, the physical 
centre of the London market, prices were equalised 
within close limits by jobbing traders who could make 
a living by sales between dealers, often clearing no more 
than a pound or two on each transaction. The pre-war 
car market was thus highly organised and well-informed ; 
it was fed at the top by a carefully regulated supply of 
cars from the factories and drained at the bottom by the 
steady scrapping of cars from five to ten years old as 
repairs made them more costly to run ; at the same time 
the number of aspirants to car ownership was increasing. 
The resultant price structure was simple and consistent. 
A year old car averaged about 75 per cent of list price, 
and for each successive year there was a reduction of 
about 20 per cent on the diminishing value. These steps 
in price were fairly uniform for the whole range of cars. 
The more. popular of the lower-priced cars, such as the 
Austin Seven, held their price rather better than the 
average ; sO, to a greater extent, did luxury cars like 
the Rolls Royce and the Bentley. Medium-priced cars 
lost about 30 per cent of list price in their first year. 
But since the list prices of these medium-priced cars, 
in cost per lb of kerb weight, were often 50 per cent 
higher than the cost per Ib of popular cars, they were 
evidently able to command a loyal public prepared to 
pay well for them both new and secondhand. 


Today, the car trade is greatly changed. About 
2,3§0,00 cars are registered, but the flow of new cars 
at the top of the market has been on the average only 
120,000 a year since the war. If the average period ol 
car ownership has doubled, say to four years, the 1952 
quota of 60,000 new cars for the home market may repre- 
sent little more than 10 per cent of the trade’s turnover 
in units, though no doubt its contribution to total profit 
will be greater. The trade has to make up a consider- 
able reduction in its earnings on new cars by the sale 
of used cars and by more service work, in maintaining 
customers’ cars and also in reconditioning used cars for 
sale, the majority of them being of prewar vintage. The 
shortage of new cars at prices that have only recently 
risen far enough to begin to thin out eager buyers has 
entirely lifted the “‘ downward step” structure of prices 
for prewar used cars ; it now begins higher than current 
cars dating back to the mid-thirties command higher 
car prices as a means of maintaining new sale prices has 


oe cua me 











544 


no meaning today. The temptation, indeed, is of an 
opposite kind: to obtain a car just out of covenant at 
list price, a dealer might allow a buyer to jump the queue 
for a new one. 


* 


A sample of cars in the popular, medium-priced, and 
luxury ranges gives a broad picture of the current array 
of used car values. The first table compares the values 
per lb of kerb weight of prewar cars sold in 1939, and 
list prices for that year, with the current secondhand 
values of these cars. Even a 1935 car in the popular 
range still commands nearly 50 per cent above the 1939 
list price’; and a seller can still get the full 1939 list 
price for a medium-priced model 14 years old and a 
luxury car 16 years old. The second table shows the 
average current prices, again in terms of weight, of post- 
war used cars in the popular and medium-priced classes. 
In the medium-pri¢e range, 1950 models—the-. latest 
that are legally out of covenant—no longer command 
a premium over current new models. Prices in this 
range are beginning to move towards the prewar pattern, 
and declining in value by 10 to 12 per cent for each 
year of age. No average can fairly be quoted for higher- 
priced cars, though it may be noted that two diverse 
examples, the Jaguar and the Bentley, still command a 
premium for 1950 vehicles. These estimates imply that 
in free competition today the medium-priced cars might 
find it hard to command the loyal following that they 
enjoyed before the war. 


An estimate of the future trend of used car prices 
must take account of the fact that the private customer 
no longer predominates in the trade. Before the war the 
proportion of cars sold for business purposes was gener- 
ally put at about 40 per cent of the whole. Motorists for 
pleasure—including a considerable number of house- 
holders with incomes of between £5 and {10 a week— 
bought a majority of the cars that were sold. With a 
prewar initial cost of about {£80 for a year-old Austin 
Seven, motoring for pleasure was possible at a total cost 
for running and depreciation of perhaps 25s. a week. 
Today such costs must be at least three or four times as 
great for a new postwar car purchased at list price (about 
four times that of 1939); and for a year-old car (now 
about seven times the corresponding price before the 
war), total costs must be even higher than four times. 
Salaries and the higher levels of wages have not risen 
enough to enable as many people today to afford £200 
a year out of their net incomes for motoring as could 
afford {50 to £70 a year before the war. For many 
private motorists today, hire might well be a more 
economic proposition when they want to drive. It is the 
car owned by a: business or operated to some extent for 
business purposes that dominates the postwar trade. An 
estimate of petrol consumption last year suggests that 80 
to 85 per cent of petrol used by passenger cars was 
bought for commercial purposes ; the costs and deprecia- 
tion of perhaps 70 to 7§ per cent of the cars on the road 
may be in one way or another chargeable against income 
tax, and as many as 85 per cent of new cars may be 
bought for business purposes. — 


Conflicting influences are likely to affect used car 
values this year.. The reduction in the home quota of 
new cars to 60,000 would of itself tend to raise the values 
of cars ; but postwar experience suggests doubt 
whether supplies will be held down to this quota. In the 
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same way, the two-year covenant that came into force in 
December, 1950, should hold 1951 cars out of the 
second-hand market and therefore bolster the values of 
those produced in 1950 and earlier. The British Moro: 
Trade Association is still confident that no more than 2‘ 
per cent of all covenants made. have been breached. Bu; 
it has given no estimate of the current rate of proved 
breaches, and the 11,782 investigated cases repres<n: 
only those that aroused suspicion. Control of part ex 
change values before the war had important features th 
commended it to dealers ; this is hardly true of :h- 
covenant scheme, and there is scepticism among so: 
dealers about its present efficacy in all cases. These influ- 
ences, nevertheless, would suggest some increase in used 
car prices in the next few months ; so would the norn 
seasonal increase in demand in the spring. 


‘7 


But prices may also be affected by very important in- 
fluences in the opposite direction, particularly so far as 


TaBLE I—SECONDHAND PRICES OF PRE-warR Cars, 1939 any 








1952 

Popular Medium - ier 

Prices in pence per lb. kerb weight | Priced | Priced C one” 
Cars* Carst , 
Ejet grins 1990 sc. «iss soncaw ees 19-1 | 28-6 | 97-0 
IWSD price of 1958 tar. .i eis 15-2 | 19-7 | 176-9 

Price Jan., 1952, of car made in :— 

BOOP 05 wid 6 code a caeeeneded | 49-9 | 42-9 | 161-0 
RONG thc bin banda cpeces Couees | 45-0 | 36-4 | 135-0 
IO! sei eee 37-8 | 27-4 | 115-0 
SR an poco es Seyi intens caeewe | 31-8 | 20-3 | 103-0 
BONER” Sc kids doe 62d hee | 27-9 | 16-4 | 94-0 


Average appreciation, 1939 list to | 
i952 Market price . 5... c.cvs saves 


163%, | 50% | 65%, 


* Ford 8, Austin 7, Vauxhall 10, Morris 8, Standard 8, Hillma 
Minx. t+ Humber, Austin 18, Armstrong Siddeley, Lanchest 
Daimler 15, Alvis. { Bentley. 


Tasie Ii—Serconp-wanp Prices oF PostTwAR Cars, 1952 





I 


Popular-|Medium - 





- Prices in pence per Ib. kerb weight | Priced | Priced 

Cars* | Carst 

List price 1952 car (incl. tax) ........ccceece 77°4 | 119-3 
Price Jan., 1952, of car made in :— 

aso antes retnweseancee Pen nieanieae 111-7 | 106-7 

ib RRR EE TRAE LE Ce OR oat | 103-5 97-0 

ga EET EET PT re es | 91-3 85-4 

BOT on c'ss angen ined eena Nee acbee 82-9 75:5 











* Ford Anglia and Prefect, Morris Minor, Austin A.40 (Des ym 
model), Hillman Minx, Vauxhall Wyvern. f Singer, Sunbeam 
et Jowett, Austin Sheerline, Armstrong-Siddeley, Humber, 
aimler. 





sales to business buyers are concerned. Any car s0 
bought after April 5th—that is after the withdrawal of 
initial allowances—will cost the user much more than 
during recent years, With this change in mind, and 
encouraged by the tightening of interest rates and restric- 
tions on capital investment, most prudent business houses 
will presumably already have expanded their fleets of cars 
to meet requirements for some time ahead. The influence 
of the budget may be in the same direction. An increas? 
in petrol tax must be reckoned with; equalisation of 
vehicle tax between prewar and postwar cars has als> 
been suggested. Disinflation, too, might be expected to 
promote lower prices ; obduracy on the part of the banks 
might influence some private owners to sell their cars. 
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None of these factors is measurable ; but after April 
«th the market for most used cars seems more likely to 
fa}! than to rise—and it might fall sharply. One or 
two medium-priced cars are already becoming harder 
co sell new at list prices; out-of-covenant values 
of these cars, on the average, no longer command a 
premium. In France, where for a time delivery of new 
market has now reached normal. Except for one or two 
popular models, fairly prompt delivery can be obtained, 
and used car prices now reflect a rate of depreciation on 


cars was as protracted as it still is in this country, the 
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the list prices in line with prewar conditions. The car 
market in this country is unlikely to approach this state 
by the end of 1952, but there may well be increasing 
signs of a return to normal for cars in the medium price 
range. As new cars continue to be delivered, even in 
insufficient numbers, the logical trend would in any case 
be downwards. It may even be that towards the end of 
this year delivery dates will become shorter for some of 
the popular-priced cars, and that the premium obtainable 
for immediate delivery of a secondhand car will begin to 
shrink appreciably. 


Business Notes 


Size of the Budget 


The Civil Estimates issued on Wednesday bear out the 
Chancellor’s promise that the 1952-53 provision for civil 
expenditure, excluding quasi-defence items, would be about 
the same as the actual expenditure for the year now ending. 
The total civil vote for 1952-53, apart from that for the 
Revenue departments and the self balancing Post Office, will 
be {2,278.9 million; this represents a reduction of {64 
million from the expenditure envisaged in the last budget 
(allowing for the £40 million reduction in the Exchequer 
contribution to the National Insurance Fund) and one of 
{260 million from the original estimates plus net supple- 
mentaries. As usual, however, the estimates include not 
only the defence portion of the Ministry of Supply expendi- 

e that is reckoned in the defence budget, but also two 
directly traceable quasi-defence items—capital assistance 
to contractors and civil defence. The three items together 
are estimated at £176 million for 1952-53, compared with 
£136 million for the current year. When these are excluded, 
the total estimated civil expenditure therefore shows a reduc- 
uon of £104 million from last April’s estimates for 1951-52 
and one of £300 million from the revised estimates. By far 
the greater part of this reduction reflects the expected decline 
n the provision for additions to strategic stocks and in the 
sums estimated for departments that are likely to be run- 
ning down their trading stocks. By comparison with the 
revised estimates for 1951-52, the coming year’s provision 
for strategic stocks is down by £128 million (to £61 million) 
while the votes for the Ministry of Food and the Ministry 
of Materials are down by {£55 million and {50 million 
respectively, making a total decline of £233 million that seems 
to be mainly attributable to stocks. 


if it were assumed that the total provision for 1951-52 will 
be expended, these calculations would leave some £70 million 
of the apparent decline in total civil expenditure in 1952-53 
still to be explained. But in years in which supplementary 
cstmates are large there is almost invariably a substantial 
shortfall of actual expenditure by comparison with the revised 
csumates. Since large adjustments often take place in the 
Cosing weeks of a financial year, it is risky to try to guess 
the expenditure likely to be charged in the remainder of the 
19§1-§2 financial year ; but if Supply expenditure during the 
ast five weeks of this year were to show the same excess over 
last year as it has done in recent weeks, the year’s civil expen- 
“iture would be some {100-£125 million short of the revised 
csumate. So far as can be judged at present, therefore, the 
‘nal figures will broadly substantiate the Chancellor’s esti- 
mate that the 1952-53 provision for true civil expenditure 
vill roughly maintain the 1951-52 rate of spending. 


*. * * 


Misleading Surpluses 
On this basis, the 1951-52 total above line expenditure, 
including sinking fund, would be in the region of £4,100 
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million, or only about {60 million short of the total envisaged 
at the time of the last budget, despite the lag in defence 
expenditure. Even so, the above-line surplus of revenue wiil 
be very much larger than Mr Gaitskell then expected. A 
rough projection from last year’s figures, adjusted for recent 
trends, would indicate an above-line revenue of some {£4,400 
million, compared with the budget estimate of {4,236 
million ; this would yield a surplus of around £300 million, 
whereas Mr Gaitskell budgeted for one of only £80 million. 
The prospective above-line surplus for 1952-53 is likely to 
be bigger still. The estimates for Supply services, including 
the £1,462 million for defence, £2,180 million for civil votes 
and provision for the revenue departménts, stand at £3,686 
million. If the additional cost of interest on the national 
debt is put at £30 million gross, and other Consolidated 
Fund Services are taken at the same amount as was provided 
twelve months ago, the above-line total of budgetary expendi- 
ture would be {£4,300 million, a figure that will be weil 
surpassed by the actual revenue secured in the current year. 


In 1952-53 the revenue will be fortified by the first full 
year’s yield of last year’s tax changes (other than the sus- 
pension of the initial allowances), which should bring in £80 
million. More important still will be the buoyancy of revenue 
from existing taxes. On the basis of this very tentative 
figuring, it will be seen that the yield of revenue has to rise 
by only £120 million to offset the prospective rise in ordinary 
expenditure, and it is likely in fact to be more buoyant than 
that. These calculations, it should be emphasised, take no 
account of the distortion that will be caused in the budget 
accounts by the new device of treating the sterling “ counter- 
part” of economic aid from America as a deduction (of {85 
million) from the defence requirements. This arrangement, 
which has been made to meet the wishes of the Americans, 
does not alter by one jot the amount of expenditure that has 
to be financed through the budget. But the fact that it may 
have the effect of enlarging the apparent above-line surplus 
makes it more than ever important to keep firmly in mind the 
warnings that emerged from the detailed survey of the 
budgetary problem in these columns last week. It was then 
shown that, despite the superficially reassuring appearatice 
of the budget accounts, Mr Butler will not secure a sufficient 
disinflation to meet this year’s emergency unless he fortifies 
still further whatever surplus confronts him on the existing 
basis of subsidies and taxation. 


* * * 


Delays in Defence..Output 


A valuable supplement to the information about defence 
production contained in the White Paper on Defence and 
the departmental estimates and memoranda issued this week 
is provided by a short interim report from the Select Com- 
mittee on Estimates. ‘oetiggpriecarign Bat jem on atta 
next week’s defence debate ; it was sed on Wednesday, 
and includes evidence taken as late as February 19th. This 
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late evidence affords a useful commentary on the Prime 
Minister’s latest estimate of the cost of the defence pro- 
gramme as now £5,200 million, though hardly an explanation 
of it. The original sum of £4,700 million included the cost 
of the armed forces from 1951 to 1954 plus expenditure on 
re-equipment during that period ; it did not, it may be noted, 
include expenditure upon atomic armaments. The figure of 
£5,200 million recently given by Mr Churchill was reached 
simply by adding about 10 per cent to take account of rises 
that have already taken effect in equipment prices “ had it 
been possible to carry through within the three years the 
original programme as planned.” But prices have continued 
to rise since, and in any case the figure did not represent an 
estimate of the costs of the armed forces for four years as 
well as the production of equipment. Such an estimate, 
according to the spokesman of the Ministry of Defence, 
“is quite frankly not possible.” If a programme for a given 
piece of equipment cannot be met in time, it may be decided 
not to carry it out at all but to make a newer type slightly 
later. In these circumstances, the total estimates given 


in Parliament in huge round figures can have little real - 


significance. 


The report confirms that the main cause of the lag in 
defence production—measured, for example, by a 20 per 
cent fall behind the programme in deliveries of equipment 
from the Ministry of Supply to the service departments—is 
still the shortage of labour. There has been a general slacken- 
ing in the general pressure of demand for labour throughout 
the economy, but the rearmament programme still remains 
only one of a number of increasing demands upon manpower 
resources. The defence industries probably took more than 
the whole of the net increase in the total labour force during 
1951, but this was not sufficient. A memorandum by the 
Ministry of Supply to the Select Committee suggests that 
at the end of 1951 the factories actually working upon 
defence contracts had perhaps 25,000 workers fewer than had 
been hoped. But the metals engineering and vehicles group 
of industries as a whole, upon which most defence work falls, 
had 91,000 vacancies outstanding at the end of November, 
and this gives a more direct indication of the way in which 
its demands are growing. It can be inferred from the report 
that both the Admiralty’s equipment suppliers and the Royal 
Ordnance Factories appear to be slightly more successful in 
recruiting general and skilled labour than do the aircraft 
and the machine tool industries, the two private industries 
most heavily engaged upon defence work ; probably location 
of the particular yards and factories has some influence 
here. In view of this general shortage of labour, delays 
in deliveries of tools—except for the machine tool industry 
itselfi—have not hampered output as much as was expected, 
and though materials are short, only a few defence contractors 
complain that they are working “from hand to mouth.” 


* * x 


Workers for Aircraft 


Out of the total estimated expenditure of £727 million 
on defence production in 1952-53, more than 20 per cent 
will be upon aircraft. It is now admitted that the aircraft 
programme has met with serious setbacks during the year, 
largely from’ lack of labour. The industry has had the 
greatest difficulty in recruiting 23,400 extra workers since 
the end of 1950, and its labour force is still no higher than 
177,000, 8,500 smaller than was needed to meet the produc- 
tion schedule. The White Paper on Defence published last 
week estimates that a further 50,000 workers will be needed 
by March, 1953, even though defence production will be 
spread beyond its original three-year limit and might there- 
fore be expected to require a smaller number of men at its 
peak. According to the Navy and Air Estimates published 
this week delivery of aircraft, engines and spares from the 
industry to the value of £127 million is expected during the 
coming year compared with deliveries worth £95 million that 
were expected at the beginning of 1951-§2. These aircraft 
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will again consist almost entirely of variants 9f Venom, 
Meteors and Canberras,. together with a number of training 
and naval aircraft. The newer fighters produced by Vickers 
and Hawker are due to come into production during the year, 
and there is some chance that deliveries of these may s:1rt 
before it ends. By that time the first Valiant bombers 
may also be coming into squadron service. 

, Whether deliveries of aircraft will in fact reach the :.t2 
suggested in the estimates depends on whether the extra 
50,000 workers can be found in time. During the pist 
financial year the Ministry of Supply, which buys aircraft 
from the industry on behalf of the services, actually spent 
£18 million less on aircraft than had been allowed for in 
its estimates because the output of airframes and engines {-'| 
well behind. These delays can all be traced directly to lack 
of labour ; among the factories most seriously affected lust 
year was the English Electric plant at Preston, making the 
Canberra bomber. Here the company was competing for 
labour not only with established local industries, including 
a Royal Ordnance factory, but also with the new tank factory 
which is being built in the district. But as other manu/ac- 
turers complete the tooling of their new production lines 
they, too, must expect to experience similar difficulties. 


At first sight the recruitment of an extra $0,000 men would 
not appear an impossible task, but in gaining an extra 23,000 
during the past twelve months, most aircraft manufacturers 
have exhausted the possibilities. of local recruitment and this 
in itself may soon call a halt to the recent gradual rise in 
the number of workers entering the industry. Few factories 
are in districts where they can hope to gain labour from 
contracting consumer industries, so the industry is now 
almést wholly dependent on the transfer of more workers 
from other districts. 


* * * 






Realism in Steel Prices 


The rise in steel prices that Mr Steven Hardie chose as 
an issue over which to resign his chairmanship of the 
nationalised Iron and Steel Corporation had already been 
discussed in these columns last week before his resignation 
became known. The arguments that Mr Hardie has since 
made public in great detail were there discussed in outline 
and judged on the whole to be unconvincing. The particular 
issue is one of respectable disagreement over economic policy 
upon which no opinion can be conclusive—though the same 
description can hardly be applied to some of the incidental 
arguments that Mr Hardie advanced in his press interviews 
or to the level of political debate stirred up over his resigna- 
tion by his fellow-Socialists. The effect of his resignation 
and public apologia upon the timing of the increase in steel 
prices is interesting. The Corporation, with Mr Hardie in 
a minority, had in fact finally withdrawn its opposition to 
the slightly modified increases a fortnight before. The 
opposition that further delayed the announcement, to which 
reference was made last week, a to have come from 
a somewhat unexpected quarter within the Cabinet. On 
February 19th Mr Sandys informed Mr Hardie that he was 
going to sign the order for an increase: On February 22nd 
Mr Hardie resigned with all guns firing; and on Mon:y 
Mr Sandys announced that the Cabinet had approved ‘he 
increase and he had signed the order—though he did »t 
then announce when the increase would become effective ind 
the order was not, in fact, published until Wednesday. [t 
may be, therefore, that Mr Hardie assisted in precipita'1g 
the announcement of the increase that he had opposed. 

But by making the change in steel prices a political issue 
Mr Hardie also made most spokesmen of the steel indus''y 
chary of elucidating, its economic und. Mr Sand\;'s 
own statement seemed designed to give a bare minimum of 
information. The increase was on the average about {4 2 °°"; 
it would cover £56 million of increases in costs amoun''3 
to-£75 million’a year, of which £29 1 
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increases in costs at home and £46 million increases in the 
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so soundly first encounters a 
peasant whe is planting a carob 
sapling from which (owing to the 
slow growth of the tree) no fruit can 
be expected for 30 years. Needless to 
say, when the sleeper eventually awakes, 
























he finds a huge carob tree in the place 
where the sapling was planted and his 
subsequent encounters with the 
descendants of his neighbours follow 
the familiar pattern. The carob is still 
a familiar sight throughout the 
Mediterranean, particularly in Cyprus 
where it plays a large part in the 

island’s export trade. Business men 
. interested im the export and import 
trade of Cyprus are invited to get into 
touch with our Intelligence Depart- 
ment: full reports from our branches 
in the island on market conditions and 
commercial trends are always 
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‘To assist sound enterprises in solving such 


























INDUSTRIAL AND COMMERCIAL 


1.C. F.C. 


FINANCE CORPORATION LTD. 


Finance for the Private Company 


Rising costs of plant, stocks, and work in 
progress have combined with taxation to set 
new problems for the Private Company in 
raising additional capital or long-term funds. 


problems-within the limits of today’s priori- 
ties is one of the functions of I.C.F.C. 


1.C.F.C. operates on commercial principles 
and offers despatch, economy and flexibility 
in method. 


Full particulars of the facilities offered may 
be obtained from 
The General Manager, The Birmingham Manager, 


7, Drapers’ Gardens, 214, Hagley Road, 
London, E.C.2. Birmingham, 16. 

















Habib Bank Limited 











Established 1941 
Head Office: KARACHI (Pakistan). 


Authorised Capital ... . Pak. Rs. 20,000,000 
Issued & Subscribed... . Pak. Rs. 10,000,000 
Paid-up Capital .. Pak. Rs. 10,000,000 
Reserve Funds si ... Pak. Rs. 10,000,000 
Deposits as on 31/12/51 . Pak. Rs. 438,200,000 


In selecting desirable trade relations for exports and 
imports with Pakistan, Habib Bank Ltd., with 45 
branches spread over West and East Pakistan, can prove 
to be most helpful and you are invited to use our 
services. 

The Bank is fully competent to handle all foreign : 
exchange business, including opening and advising of > 
commercial letters of credit, collection of documentary 
bills, remittances, etc. 

FOREIGN BRANCHES: Bombay, Calcutta and 
Colombo. 


CORRESPONDENTS & AGENTS at all important 
, cities of the world. 
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AUSTRALIA 
AND NEW ZEALAND 
BANK LIMITED 


In which are merged The Bank of Australasia Limited 
and The Union Bank of Australia Limited 


The new Bank formed by the merger of The 
Bank of Australasia Limited and The Union 
Bank of Australia Limited, is known as 
Australia and New Zealand Bank Limited. 
The following points indicate some of the 
improved banking facilities and services 
which result from the merger. 


RESOURCES * With an authorized 
Capital of £ENG.17,000,000 and the 
combined assets of the merging banks 
amounting to £A,475,000,000, Aus- 
tralia and New Zealand Bank Limited 
has powerful resources for the use of 
its customers. 


LOCAL KNOWLEDGE * The 
knowledge and experience of local 
conditions ‘in Australia and New 
Zealand, acquired by the merging 
banks in over a hundred years of 
banking, are at the service of the 
customers of Australia and New 
Zealand Bank Limited. 





BRANCHES AND AGENCIES 
With the combined Branches and 
Agencies of the merging banks number- 
ing nearly 600 in Australia and over 
150 in New Zealand and Fiji, as well 
as an international network of Agents 
and Correspondents, Australia and 
New Zealand Bank Limited provides 
its customers with comprehensive and 
competitive banking facilities. 


AUSTRALIA 
AND NEW ZEALAND 
BANK LIMITED 


Piereaiill eehitie eRe TEES 
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setae and The Este Denk af Anacohe —e a 
HEAD OFFICE J 
71 Cornhill, E.C.3, Telephone: Avenue 1281 =] 


BRANCH OFFICES IN LONDON 


4 Threadneedle Street, E.C.2. Telephone: Avenue 1281 
263 Strand, W.C.2. Telephone : Holborn 3688 
6 Albemarle Street, Piccadilly, W.1. 
Telephone: Regent 3651 
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In the tradition 
of things well done 


Down the centuries, the art of the 
gold and silversmith has ranked 
among the finest in the world and 
today it provides a valuable source of 
revenue from Overseas markets, where demand for this fine craftsmanship 
is heavy. Karachi, situated in the Sind Province, is famed for this kind 
of traditional work and, like so many centres of Eastern commerce, its 
industrial and domestic banking needs are served by the National Bank of 
India. For almost a century the National Bank of India has continued 
to further the interests of those concerned with Eastern trading and is, 
in consequence, well equipped to advise on any such matters. Your 
enquiries will be welcomed at the Head Office of the Bank, or at any 
of its branches. 


NATIONAL BANK OF INDIA LIMITED 


Branches in: wNDIA, PAKISTAN, CEYLON, BURMA, KENYA, UGANDA, 
TANGANYIKA, ZANZIBAR AND ADEN. 
Bankers to the Government in ADEN, KENYA COLONY, UGANDA AND ZANZIBAR, 
Head Office : 26 BISHOPSGATE, LONDON, £.C.2, 





‘The Gateway to Security 
































FOR THE INVESTOR 
Income Tax paid by'the Society 


—EQUIVALENT T0 £4-15-3 
i Subject to Income Tax at 9/6 Pehl a ss 
£1-£5,000 accepted 


TEMPERANCE 


BUILDING S 


298-223 Relea Lemon, wi 
PHONE REG.7282 
































Sel 














THE ECONOMIST, March 1, 1952 


cost of importing steel and steel-making materials ; yet only 
{4} million of the. increase would be needed to cover in the 
home price the higher cost of imports of finished steel— 
{1 million for such steel from America and the remaining 
{3} million for finished steel from elsewhere. The spreading 
of the cost of this imported finished steel over the price of 
ail steel delivered in Britain was the second and more effec- 
tive of Mr Hardie’s arguments ; indeed, he quoted counsel’s 
opinion to argue that it was ultra vires the publicly-owned 
(and, therefore, presumably other) steel companies. Mr 
Sandys’s estimate of the increase in the cost of this item 
needs clarifying. 


* 


On the whole of the million tons of steel from America 
the industry had expected a loss of about £26 a ton from 
selling it at home prices. A levy of 15s. 6d. a ton on British 
output of ingot steel to cover the loss on finished steel in 
particular has been in force since August (when 
Mr Hardie would have been more logical in obtaining his 
counsel’s opinion) ; this would provide about {12 million 
a year for the purpose already. A total fund of £164 million 
to cover the loss would imply that perhaps 600,000 tons of 
the 1,500,000 tons of steel that it is hoped to import this 
year might be finished steel, which seems reasonable. 
Whether this is so, and whether in that case the loss on 
American steel may require a large part of the existing 
{12 million plus Mr Sandys’s “ £1 million increase” might 
usefully be explained. But the arithmetic does not alter the 
principle. Mr Hardie wanted to sell about 11 million tons 
of British steel at a price that despite his equivocal evidence 
about profits is certainly too cheap, and about 1,500,000 
tons of imported steel at its economic price. Mr Sandys and 
the British Iron and Steel Federation agreed to sell the 
British steel at what Mr Hardie’s colleagues accepted as an 
economic price, and the margin of imported steel below 
its cost. Economic consistency is perhaps not to be sought 
here ; but there is no doubt which course is more suited to 
the current conditions of steel shortage that have come about 
in part through inflation of demand while steel was too 
cheap. 

* * * 


Mr Hardie Makes Way 


Arguments aside, Mr Hardie’s departure from the 
nationalised steel corporation was logical and timely. No 
formal disagreements apart from the price issue may have 
arisen with the Minister. But the position of a convinced 
Socialist who had been appointed to bring the steel industry 
inder state control, but since then instructed by a Conserva- 
tive Government to “hold the position” while it put 
together the Bill for denationalisation that is now in draft, 
was obviously untenable. 


It has naturally prompted the question whether the 
Minister might now decide to use the Iron and Steel 
Corporation, with perhaps modified powers, as the authority 
that must own steel securities during the period while the 
Government divests itself of control in one way or another. 
Chis might be logical, but it seems rather doubtful whether 
it will, in fact, be done. A draft so far prepared as the 
Ministry’s Bill presumably is acquires considerable resistance 
to major amendment ; and there might be misgivings within 
the private leaders of the industry over retaining in any form 
the instrument chosen for nationalisation. Mr Sandys has 
apparently found it easier to agree with Sir John Green, 
whom he has appointed as chairman, and with the Corpora- 
uon’s other members than he did with Mr Hardie ; this is 
not surprising but equally not very important, except that 
some of the personalities ned might conceivably hope 
for employment in a subsequent holding company or board. 
Nor should the Minister’s stated intention to appoint a 
member in place of Sir John be taken as necessarily indica- 
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ting any intention to prolong the life of the Corporation. 
The simple fact is that the 1949 Act ‘lays down that the 
Corporation “ shall consist” of a chairman and from six to 
ten members ; after Mr Hardie’s going reduced its total 
muster to a chairman and five, the Corporation was not 
properly constituted under the Act, and even its legal 
standing may have become questionable. 


* * * 


Royal Commission on Taxation 


The Opposition intends to challenge the appointment 
of Lord Waverley as chairman of the Royal Commission on 
Taxation of Profits and Income, which was announced by 
the Prime Minister on Tuesday. Its motion of protest 
is tq be debated next Monday, and it is easy to forecast the 
key in which the discussion will be pitched from the tone 
of the supplementary questions that followed the Prime 
Minister’s statement. This statement recited the reasons 
why Lord Cohen had been unable, on his appointment as 
a Lord of Appeal, to continue to serve as chairman, and it 
also announced an important amendment in the Royal Com- 
mission’s terms of reference, deleting the last condition of 
the original terms, which enjoined the Royal Commission 
“to make recommendations consistent with maintaining the 
same total yield of the existing duties in relation to the 
national income” and substituting therefor 

to make recommendations bearing in mind that in the present 
financial situation it may be necessary to maintain the revenue 
from profits and income ; and, in so far as they make recom- 
mendations which would on balance entail a substantial loss 
of revenue, to indicate an order of priority in which such 
recommendations should be taken into consideration. 


This change introduces a much-needed element of flexibiliry 
into the Royal Commission’s work, for beyond doubt its 
original terms of reference. were too restrictive to enable it 
to range into the larger issues of fiscal policy. 


The challenge that has been set down, however, is. not 
concerned with the revised terms of reference, but with the 
personality of the new chairman. Mr Gaitskell last Tues- 
day expressed himself at lefigth and with vehemence on this 
point and concluded from the speeches and bearing of Lord 
Waverley when he sat as Sir John Anderson in the 1945-50 
Heuse of Commons that he was “ quite unsuited to fill this 
post” and further that his appointment “only shows that 
the Government are determined to influence the conclusions 
of this Commission for their own party advantage.” This 
is extreme language, which does injustice to Lord Waverley’s 
ability and knowledge in this field and quite unjustifiably 
impeaches his independence of judgment and his readiness 
to give a fair hearing to the evidence presented to the Royal 
Commission. Yet, in more objective terms, there is matter 
for regret that the Government has not sought a chairman 
from the Bench. It is not that justice will not be done, 
under the new chairman, in these questions of complexity 
and controversy ; but it is important that it should manifestly 
be seen to be done, by all sections of the community. The 
appointment of a chairman whom the Opposition chooses, 
rightly or wrongly, to regard as controversial is bound to 
weaken the authority of the Royal Commission’s findings 
among its ranks and supporters. 


* * a 


More Uranium from South Africa 


Reports that the project of obtaining uranium from 
the Rand gold mines is to be widened to bring in a number 
of new companies have an indirect bearing on recent 
announcements in this country about the progress of atomic 
research. The Prime Minister’s statement that a full atemic 
armament programme had been undertaken followed a 
reference in the Navy Estimates to the possible use of atomic 
power in submarines. Marine engineers began work nearly 
two years ago on design studies a nuclear power plant 
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of this kind and a stage must by now have been reached 
where construction of a prototype engine can“be undertaken. 
As these and other projects develop they will call for a 
steady and increasing flow of uranium. 

The South African mines promise to become one of the 
world’s leading sources. By comparison with the few rich 
deposits the concentration of uranium in the gold-bearing 
ores is low—little more than one per cent—but the major 
cost of mining the ores will already have been borne in 
obtaining the gold so produced. Six mines have so far under- 
taken to treat the ores for uranium extraction by a process 
comparable to preliminary ore washing followed by rough 
refining. The project began in December, 1950, when the 
British and American governments, in conjunction with the 
South African atomic energy authority, agreed to provide 
machinery for these purposes on loan to four companies, 
West Rand Consolidated, Daggafontein Mines, Blyvooruit- 
zicht Mines and West Reefs Exploration and Development. 
During the year Stilfontein and West Driefontein were also 
brought in, but the companies in the newly-extended scheme 
have not yet been disclosed. 


Work has gone more rapidly than was expected, and 
uranium production should begin in a month or so. 
An indication of the speed and success of the project was 
given last week when the Ministry of Supply’s supple- 
mentary estimates revealed that another £800,000 of plant 
had been supplied to the mines in addition to the £1 million 
worth allowed for in the full year’s estimates. At present the 
Ministry gets its uranium from the Congo, the three other 
main deposits being in Canada, the United States and 
Turkistan, Commonwealth supplies will also eventually be 
increased by the recent discovery of reasonably high con- 
centrations in the Rum Jungle of Australia. 


* * * 
New Hopes for Coal Exports ? 


The British promise to export two million tons more 
coal this year, which was made at the beginning of the year 
but continues to be produced with a flourish at each succes- 
sive international conference on coal, must by now ring 
rather drearily upon European ears, But there are indica- 


tions that it does signal a quickening of conscience about - 


exports upon the part of the National Coal Board. In dis- 
cussions upon fuel policy the Board is now beginning to 
speak of its duty to export as a reason for restraining the 
country’s inland consumption of coal—in all forms ; and it 
seems possible that in its current review of the industry’s 
national plan the Board’s market forecasters may revise some 
of the none too optimistic export targets contained in the 
plan published in 1949. 


Such a reassessment of the need for coal exports will 
presumably gratify the research and planning division of the 
Economic Commission for Europe, which this week pub- 
lished a report that holds recent British forecasts of overseas 
coal demand to be too cautious. This report, after tracing 
the obvious connection between the decline in British coal 
exports and the postwar shortage of coal in the rest of Europe, 
finds several grounds for criticism of the British industry. 
These too are obvious, but valid. It advocates “ some means 
of keeping miners’ wages in a more or less constant ratio to 
other earnings,” more attention to attracting a better quality 
of manager to the. industry, and price policies that would 
give an incentive to economy of consumption, arguments that 
are familiar to readers of The Economist. It makes also the 
less common point that in comparison with France and 
probably this year with Western Germany, the investment 
programme Britain has sanctioned for its coal industry looks 
inadequate. In fact, British capital expenditure in the 
industry im 1950 and 1951 fell below that envisaged in the 
Coal Board’s own long-term plan, and the amount sanctioned 
for 1952 will be about the same as the £30 million spent 
last year, not the £38 million laid down in the original plan, 
which ECE took in making its comment. The amounts 


es 
stood at an all-time high of £A843 million (or approxim::-| 
£675 million sterling). By Sacer 13th they had drop; J 
to {A508 million, and were still falling with a resounding 
clatter. Up to the end of last year, overseas investors do 
- not seem to have realised what was happening. Between 
June and December, Australia’s sterling reserves fel! 5, 
approximately £A245 million ; the are complicated 
by the funding of about £A62} -of Australian-heid 
British Treasury bills in November, but they are belic\.d 
to be broadly correct. In this period Australia was runn ng 
a visible deficit of £A215 million, and an ove#all deficit on 
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sanctioned for the other British fuel industries this yea, 
some £40 million for gas and £140 million for electricity. 
also suggest that too little is being invested in mining 
development. Es 


ee, * * 


Recoil from the Australian Pound 
At the end of last June Australia’s total overseas reser. 


a conservative estimate of its customary net invisible pay- 
ments) of not less than £A300 million. Even after allowing 
for some drawings on the existing World Bank loan o} 
$100 million, there must therefore have been some capita! 
inflow into Australia in this period ; the assumption tha 
the Australian pound would not follow any new devaluation 
of sterling had apparently become sufficiently ingrained : 
make the Commonwealth still 4 magnet for funds scare 


tf. © 


away from London by stérling’s plight. 


Since the beginning of January, however, there have been 
signs of a rude awakening. Australia has now returned to a 
season when it is probably running a small visible surplus, 
but its reserves have been falling since early January a: a 
rate of about {Ars million a week. It seems clear that 
speculators are now trying to draw some of their capita! 
back. They are not, however, finding this as easy as they 
expected. Whenever speculative funds have been transferred 
to Australia in the past few years, their owners have been 
warned that they will not necessarily be accorded automatic 
rights of withdrawal. There are now reports that—at any 
rate for very large transfers—the teeth of the trap may be 
springing shut. The plight of those with funds in Australia 
must not, of course, be exaggerated. Repatriation is still 
allowed in reasonable amounts, and there seems no danger 
that the Australian pound will go to a wider discount against 
sterling in the foreseeable future ; in fact, if the World Bank 
experts now in Australia recommend a new $150 million loan 
(as is widely expected), confidence in the Australian pound 
may well revive. But, as the chairman of Australia’s new 
merger bank, the Australia afd New Zealand Bank, «m- 
phasised this week, the fall in wool prices, at a time when 


_farmers are still spending heavily from their inflated savings, 


has clearly caused a severe deterioration in the country’s 
external balance. The same factors are also at work in New 
Zealand, where fairly sharp import cuts are now inevitable. 
The Reserve Bank of New Zealand’s sterling balances (which, 
in the past, have represented about two-thirds of New 
Zealand’s total overseas assets) had fallen from a peak of 
£87 million last August’ to £214 million by the end of 
January ; last year these balances recovered rapidly from a 
seasonal nadir of £474 million from the end of December 
onwards, but there has been no sign of such a recovery 50 
far in 1952. 
* * * 


Increased Fares 
_ The Transport Tribunal has this week confirmed the 
revised scheme submitted by the British Transport Com- 


mission for passenger charges. This will now take effect in 
the London area on March 2nd and in the rest of che 


country on May 1st. The principal in charges were 
summaried in The Economist of 26th. They entail 


a minimum fare on London Transport bus and train serics 


of 2d., and for the country as a whole a standard single 
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IT BEGAN WITH THE CRUSADES 


We take some pride in our long history but the business in 
which we are engaged is older than we are. 

Eastern banking began in the 12th century when the Knights 
Templar, protecting the lines of communication which sus- 
tained the Crusades, devised a mechanism for exchanging 
currencies and transferring goods between Western Europe 
and the Asian Continent. This primitive but highly efficient > 
banking service made possible a rapid expansion of the trade 
between the Eastern and Western worlds—a traffic which has 
been fittingly described as the foundation of all commerce. 
Nowadays travellers along the Asian trade routes and 
merchants and manufacturers engaged in the Eastern trade 
entrust their banking transactions to The Chartered Bank of 
India, Australia and China which maintains an extensive 
s)stem of branches, under British management directed from 


London, throughout Southern and South-Eastern Asia and 
the Far East. 


THE CHARTERED. BANK OF INDIA, 
AUSTRALIA AND CHINA 


CUncorporated by Royal Charter, 1853) 


Head Office : 38 Bishopsgate, London, E.C.2 
West End (London) Branch gy ae il Street, London, $.W1 
Manchester Branch; 52 Mosley Street, Manchester, 2 
Liverpool Branch : 27 Derby House, Liverpool, 2 
New York Agency : 65 Broadway, New York, 6 


Branches of the Bank are established at most centres of 
Asia and the Far East, 
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During the last four years, Australia’s population 
has increased by 64°, with a consequent expan- 
sion of primary and secondary industries. 
To prospective settlers and to companies which 
wish to establish themselves in Australia the 
Bank of New South Wales can give helpful 


advice. 


Ask your bankers to consult and use— 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 HEAD OFFICE, SYDNEY, AUSTRALIA 


LONDON OFFICES: 29 Threadneedle Street, E.C.2 | 
and 47 Berkeley Square, W.! 


(INCORPORATED LY BNEW SOUTH WALES WITH LIMITED LIABILITY) 
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railway fare of 13d a mile and an increase of one-fifth in 
standard season ticket rates. 


But the effect of the increases may be very different for 
those passengers that have hitherto enjoyed the benefit of 
sub-standard fares and season ticket rates. The Commission 
may not increase by more than 42 per cent any sub-standard 
fare or rate during the twelve months after the scheme comes 
into force ; this, however, is intended as a mitigation of 
hardship rather than a dilution of the principle which the 
Commission has been vigorously asserting that standard scales 
should prevail unless commercial considerations suggest that 
greater revenue can be obtained at sub-standard rates. There 
may be shocks in store for passengers hitherto travelling at 
sub-standard fares which owe their origins to competition 
between companies before the 1923 grouping or to the efforts 
of former railway companies to attract traffic to new services. 
The decision on every sub-standard rate rests upon the 
Commission’s estimates of the effects upon revenue of lifting 
it to, or towards, the standard. 


* * * 


Pool Petrol to Stay 


Unless Mr Lloyd is prepared to demonstrate that con- 
tinuing to run British vehicles on pool petrol will afford 
really significant economies, the decision that he announced 
this week not to introduce premier grades of motor spirit 
must appear as simply one of those “ public relations cuts ” of 
which the Government’s predecessors were so fond. There 
is, certainly, some saving: distilling a lower-grade motor 
spirit from he crude does enable the largest possible output 
of all types of petroleum product from the refineries. But 
it also involves a technical misuse of the six catalytic crackers 
that are particularly important equipment in the new 
refineries in this country. These crackers are designed to 
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produce a considerably higher grade of motor spirit than 
pool, and continuance of the present low-grade uniformity 
means operating them at less than full advantage. 


The decision will do more than postpone the day when 
competition between brands arrives to justify the extensive 
development of exclusive filling stations that the oil com- 
panies have been carrying out for the past eighteen months ; 
branding can have no significance when the petrol is the 
same no matter what name appears on the pump. It may, 
indeed, hamper motor engine development by preventing 
British car makers who have to: sell the same car here and 
overseas from emulating foreign competitors in raising com- 
pression ratios. But its worst feature seems to be the refusal 
to take full technical advantage of the large refinery capacity 
that has been created in this country since the war. Accord- 
ing to a recent estimate by the Petroleum Times, the 
refineries so far operating saved the country, on the basis of 
current prices, no less than £60 million in 1951 alone, by 
enabling it to take some 62 per cent of its petroleum imports 
in the form of crude instead of refined products, compared 
with about 18 per cent before the war. 


* * * 


« Suspending ” the TDR’s 


Next week, for the first time since mid-1940, the banks 
will find themselves without any Treasury deposit receipts in 
their holdings of Government floating debt. The vestigial 
amount of {15 million that remained last Saturday matured 
during the week, and Mr Butler has confirmed by a written 
answer to a Parliamentary question that there will be no 
replacement of these maturities. There is no intention, 
however, to allow the TDR system to lapse entirely. The 
Chancellor stated that “the arrangements between the 
Treasury and the bankers concerned will not be terminated ” ; 
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Incorporated in India, Liability of Members is limite d) 
Head Office: 
2 ROYAL EXCHANGE PLACE, 
CALCUTTA 
G. D. BIRLA, Esq., Chairman. 
@ 


AUTHORISED CAPITAL 
SUBSCRIBED CAPITAL 
PAID-UP CAPITAL Rs.20,000,000 
RESERVE FUND . . Rs. 6,750,000 


' With over 80 Branches at the leading centres of | 
I Industry and Commerce in India, Pakistan, Malaya | 
and Burma, The United Commercial Bank is well 
equipped to serve Banks, Commercial Institutions 
and individuals carrying on business with India or 
intending to open connections with that country. 
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“PUNCHBOWLE Tobacco stood me in good stead 
through the most harrowing Examinations,” says 
this South African College-man. 


Dear Sirs, 
During my three years at Colleze I enji PU. 0 Tobacco, and it stoed 
me in pe stead pase the pos chsh sg? werd dhe 3 = — 
pie wine vapr Bog @ junior official on a gold mine, with none of my favourite Tobacco—# 
very of affairs. ; 
I wonder if you would be good enough to let me know how this situation can be remedied. 
Yours faithfully, 


yew original letter can be i at, and further enquiries iitinieh en "Barneys 


les Bureau, 24, Holborn, » ECL 


Smokers abroad can arrange for Ex-bond and British 
Duty Free, in 2b. parcely to many lade but Rot ae yet 9 sil 
Punchbowle (full), Barneys (medium), and Parsons Pleasure (mild). Home price 4/5! o™ 
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although seasonal and other factors will cause a “ suspension ” 
of TDR borrowing at this time of the year, “the scheme 
retains its usefulness . . . if and when the need arises, it may 
well be brought into operation again.” This accords with 
general expectations. No new calls for loans against TDRs 
had been made since end-September,’ and at the time of the 
launching of the hew monetary policy the total outstanding 
was already down to only £175 million, compared with £525 
million at the beginning of 1951 and with the peak figure 
of £2,225 million reached in September, 1945. It was virtu- 
allv certain, therefore, that the issue would run off entirely 
during the “revenue” quarter of the current year; but, 
equally, there was no doubt that the authorities would be 
unwilling to relinquish entirely a device that offers particular 
advantages under conditions when the Government needs to 
borrow heavily from the banking system, as it did during the 
war. Although it is much to be hoped that such conditions 
will not recur, the authorities are merely acting with reason- 
able prudence in deciding to keep the “arrangements ” in 
being. 

It is also to be hoped, however, that unless such conditions 
do recur their actual recourse to TDR borrowing will consist 
merely of small “ token” issues designed exclusively for this 
limited and technical purpose. The distinctive feature of 
this form of borrowing is that it is made by direct calls on 
the banks, which are virtually required to provide the amount 
sought. Moreover, they cannot in practice secure repayment 
of the TDRs before maturity (except to the extent that they 
are transferring funds to the Treasury in payment of their 
own or their customers’ subscriptions to any government 
loan currently available on tap) and can never be sure that 
maturing issues will not be replaced by new borrowings. In 
recent years, when the only Government issues on tap have 
been tax reserve certificates, the pre-encashment facility has 
ceased to have any real significance, so that, even before the 
change in monetary policy, the TDR was one of the least 
flexible of bank assets and was widely disliked. Now, under 
a regime of more orthodox monetary control, when the banks 

ave to watch the ratio of their liquid assets (cash, call money 
and bills), any considerable use by the Treasury of TDRs 
would be particularly undesirable. The object of the new 
policy should be to ensure that the banks respond to the 
normal pressures of the market-place, and théy should be left 
as free as possible to manage, as they think fit, such liquid 
assets as orthodox official policy makes available. The 
authorities should not feel themselves free, as they have been 
in the past, to reduce the supply of liquid assets merely by 
ne expedient of switching Treasury borrowings from bills to 
TDRs. If the supply of liquid assets is larger than the needs 
oi orthodox monetary discipline dictate, the right way to 
reduce the supply—in default of budgetary measures to 
reduce the Treasury’s need to borrow—is by making open 
funding issues on the market. 


* * * 


New Money for Films? 


Under a new Bill introduced in Parliament this week 
the National Film Finance Corporation, which has been lend- 
ing Government money to film producers during the last 
three years, is empowered to borrow up to £2 million “ from 
other persons ” for the same purpose. The original company 
set up by the state obtained funds from its bankers under 
Treasury guarantee. The Corporation has obtained its finance 
from the Consolidated Fund, through the Board of Trade, 
and the new money it may raise from outside is also secured, 
in the long run, by a clause in-the original Act under which, 
when the Corporation: is wound up after March 8, 1954, its 
outstanding liabilities will be met out of public funds. 

It is not easy to discern the advantage of this arrangement. 
Whether a corporation set up by Parliament to lend public 
money, which has already been obliged to write off large 
‘mounts of the funds it made available to films that have 
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made a loss, is a useful instrument to channel private 
money into film production seems doubtful. It is probably 
fair to say that the NFFC, under Mr J. H. Lawrie, has 
been more successful in controlling the amounts spent on 
many of the films it has financed than have other backers 
of films in the past. During its period of existence; too, there 
has occurred a closer attention to efficiency in making films 
and a slight general improvement in the prospects of the 
British film production industry, partly for reasons outside its 
influence. But this use of a Government-sponsored body to 
invest private funds under an implied long-term guarantee 
seems yet one more dubious expedient in state support of 
an industry that is always ailing or convalescent but never 
quite recovers. Since in the long run the new arrangement 
still means that the state will bear the risk, it might be 
preferable for the Corporation to keep to public funds. 


* * * 


Confused Outlook for Copper 


Dearth of copper is, at the moment, one of the most 
serious obstacles facing American industry. Recent reports 
from the other side of the Atlantic suggest, however, that 
supplies may become easier in the second half of the year. 
Admittedly, the “ stretching out” of the rearmament pro- 
gramme has enabled the Defence Department to hand 
back small quantities of the copper allotted to it, and 
meanwhile world output of copper is increasing—American 
production itself is expected to rise from 1,070,000 long tons 
to 1,120,000 tons this year. But consumption in the United 
States is rising even more steeply ; last year it totalled 
1,220,000 tons and unofficial forecasts for this year put the 
figure as high as 1,425,000 tons. Imports from Canada are 
to rise from $6,000 tons to 71,000 tons, and supplies from 
Chile will no doubt meet most of the remaining deficit. ‘In 
any case the 50,000 tons which were withdrawn from the 
stockpile a few months ago must be replaced this year. Given 
these prospects, the chances of freer supplies of copper this 
year seem remote. Probably the American reports reflect the 
fears of the copper producers that continued shortage will 
hasten the switch to aluminium—which is already so extensive 
as to cause a minor revolution in the use of metals. At least 
one big copper company has already entered the aluminium 
field. 


In 1952 total supplies of copper for this country may reach 
370,000-380,000 tons, if there is no serious interruption to 
Rhodesian output ; in January and February Rhodesian pro- 
duction fell below the expected level because of transport 
and coal difficulties. Britain’s first quarter allocation from 
the International Materials Conference amounts to some 
98,000 tons including scrap. Allowance must be made for in- 
creased imports of blister copper later in the year to ease 
the shortage of scrap, and on this basis, consumption of 
primary metal in 1952 will probably absorb the entire pros- 
pective supplies—370-380,000 tons compared with last year’s 
consumption of 335,000 tons—with the same restrictions on 
use. Fortunately, stocks should ease what looks like being a 
very tight year. 

Free market prices of copper have recently been falling 
and the premium over the world price has narrowed con- 
siderably. A week or so ago, Chile, which is allowed to sell 
20 per cent of its production outside the IMC allocation 
scheme, reported substantial sales to Germany and other 
Continental countries at around 35 cents a lb compared with 
the world price of 274 cents. Now Chile seems to be finding 
difficulty in disposing of the 20 per cent “free quota” 
and according to reports it would be willing to forgo its free 
quota in exchange for a rise of 6 cents a Ib in the official 
price of copper: The weakness in the spot market does 
not necessarily indicate that the shortage is passing. The 


IMC allocation scheme has enabled countries to cover their 
most essential needs at the world price and given present 
uncertainties in world commodity markets, buyers are no 
longer disposed to buy copper at any price. 





Freedom for Lead? 
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The disappearance of the free market premium for spot 
supplies of lead has raised hopes that private dealings in this 
metal in the London market might soon be resumed, and a 
formal request to this effect was recently made to the 
Ministry of Materials by metal merchants. Since the begin- 
ing of this year, lead has commanded the same price in the 


free market as the official American price ; eight months ago ° 


the free market price was nearly double the New York price. 
During the past fortnight the free market price for zinc has 
also fallen to the official American level, and while “ free ” 
it was last summer. Copper and zinc, however, are both 
copper still commands a premium it is much smaller than 
allocated by the International Materials Conference in Wash- 
ington ; lead is not. Further, most of Britain’s lead require- 
ments come from the sterling area. 

Consumption of imported refined lead in this country last 
year amounted to 163,000 tons or almost the same as in 1950. 
But the monthly rate declined almost continuously from 
16,300 tons in January to 9,400 tons in December, and con- 
sumption in the first two months of this year is reported to 
have shown no improvement on twelve months ago. Slightly 
more English refined lead was used in 1951, while the con- 
sumption of scrap increased by 13,000 tons to 109,000 tons. 
Imports last year rose by 3,000 tons to 175,000 tons; 
increased supplies from Canada, Mexico and Peru in the 
second half of the year made up for’smaller quantities from 
Australia. Shipping difficulties reduced Australian supplies 
last year, and in the earlier months of the year led to a fall in 
stocks. At the beginning of last year stocks amounted to 
62,000 tons. By the end of April they had fallen to 25,000 
tons but a later recovery raised the total at the end of 
December to 77,000 tons. 


Stocks should be adequate particularly if, as seems likely, 
consumption has passed its peak. Normally Britain can 
count on 130,000 tons from Australia, to cover about 80 per 
cent of its import requirements. The risk of incurring a 
dollar loss under private trading would therefore seem small. 
But a London market would have only a limited value with- 
out arbitrage facilities with the New York market. And until 
the United States becomes a permanent importer of lead 
(as it is of tin), the dollar loss from arbitrage dealings could 
be large. No doubt this risk makes the Ministry of Materials 
cautious about handing lead back to private trade. 


- * * 


American Rubber Policy 


The United States Government has decided to hand 
back the importation of natural rubber to private trade from 
the beginning of April. The Government became the sole 
importer on December 29, 1950, in order to secure, so it 
said, adequate supplies for its stockpile without driving up 
prices. Whereupon the price of rubber rose to its peak 
of 72d. a lb two months later. Any move from government 
to private trading is welcome, but it would be wrong to 
assume that American consumption of rubber will neces- 
sarily increase in coming months. Existing controls on civilian 
use of natural rubber are to continue and for the first quarter 
consumption is limited to 105,000 tons.. In addition some 
45,000 tons of natural rubber latex is expected to be used 
this year, making prospective total consumption for the year 
of 465,000 tons. 


The return to private imports implies that the American 
stockpile has reached its minimum figure of a million tons, 
though only some 850,000 tons was actually in the United 
States at the end of 1951. The remainder was either afloat 
or awaiting shipment. The question now arises whether the 
American authorities will ease the restrictions on the con- 
sumption of natural rubber. A slight increase in the monthly 
rate might well be permitted. But the ultimate target for the 
stockpile is said to be 1,250,000 tons, and if the United 
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Sites Government intends to complete this extended pro- 
gramme pee as the hope for any major relaxation of 
controls would seem to be small. At least the rubber pro- 
ducers can console themselves with the expectation that 
toial American imports in 19§2 should be of the same order as 
asi year, when they totalled 730,000 tons. 

But it is not so much the size of American imports that 
is worrying the rubber producers as the way in which the 
stockpile has been used im the last few weeks to depress the 
price of rubber. Technically, releases from the stockpile 
can be made only in cases of emergency, and during the 

t year no such releases of rubber have been made. The 
authorities, however, Can turn over their stock of rubber, and 
recently they have been doing this by selling spot and buying 
forward. What is, perhaps, even more galling is the publicity 
even to these tactics in the United States. Last year’s 
resentment about producers “ gouging ”. the American public 
has been turned into glee, now that the United States is 
trying to turn the tables on the producers. 


Shorter Notes 


he international conference on German debts opened at 
Lancaster House on Thursday. Some thirty-one countries 
are attending this conference, which is expected to last for at 
least two months. The indications are that the proposals that 
the German Government will lay before creditors in the 
opening rounds of this bargaining bout may be somewhat 
shabbier than there was reason to hope a month ago. 


* 


The maximum credit period normally permitted for British 
acceptance credits covering exports to non-sterling countries 

has been reduced from 120 to 90 days ; the Bank of England 

will only allow new acce credits in excess of this period 

lor exceptionally long bonds. Although the number of exist- 

ng acceptance credits with more than 90 days before maturity 

s believed to be rélatively small, some foreign importers have 
apparently been helped to build up short speculative positions 

in sterling by 120 day credits. In any case, the movement 
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to cover short positions following the announcement of the 
new decision on Wednesday was sufficient to lift the sterling 
dollar spot rate in London above the official support point of 
$2.78 for the first time in some weeks ; the rate closed on 
Wednesday at $2.784-$2.783. 


* 


The British Electricity Authority is raising from April 1st 
the charges that it makes for bulk electricity supply to the 
Area Electricity Boards. The demand charge—which 
broadly may be taken to represent capital and indivisible 
costs of generation—is to be raised from {£4 2s. 6d. to 
£4 §s. 6d. a kilowatt. The running charge remains at 0.33d. 
a unit, with certain variations in accordance with the price 
of coal in different areas. 


* 


Wage rates rose by £352,000 for just over a million 
workers during January, and the index of rates of wages rose 
by one point to 127 (June, 1947=100). The interim index of 
retail prices, which has the same base date, was 132 on 
January 15th, compared with 130 a month before. 


* 


In advance of the annual report to be issued on March 
18th, Mr J. F. Thompson, the chairman of International 
Nickel, has announced that the company’s receipts from the 
sale of nickel and other metals in 1951 are estimated at 
$286,700,000, as compared with $228,071,346 in 1950. The 
company has been working at full capacity and has installed 
emergency facilities several months earlier than had been 
originally planned, and was thus able to mine 11,800,000 
tons of ore, compared with 9,849,000 tons in 1950. This 
increase of nearby 2 million tons came entirely from under- 
ground ores; production from underground workings 
reached a new record level of 7,780,000 tons. At the same 
time the extensive underground development programme 
was brought a step nearer completion ; by the end of next 
year no more surface ores will be mined and the company 
then expect an annual production of 13 million tons from 
its underground workings. 


Bowater Paper.—The Bowater Paper 
Corporation and its thirty-six subsidiari 
earned bumper profits of £11.4 million in the 
vear to September 30th last, compared with 
5.9 million in the year before. The British 
mills made the greater part of their earnings 
not from their major product of newsprint 
but from other descriptions of paper and 
board, which are also subject to control, both 

S regards tonnage (whether for home or 
export markets) and prices. “ A not unappre- 
ciable part of increased earnings” arose on 
‘iocks of raw materials and of finished goods. 
When the controlled prices of the latter were 
increased last year the corporation was quick 
'O pass on these price increases to their cus- 
‘omers. Despite this, demand remained high 
enough for all sections of the isation, 
Sone Mage ge in N and 
©candinavia to mills in Britain, i to 
20 on working at sabetuicially full ity. 
‘ust over £5 million, against £19 million, 
‘! the year’s profits had, however, to be pro- 
vided for taxati the directors 
‘nat a good part of the remaining net earnings 
should be retained as a protection against any 
‘uture fall in prices, As there are some indi 
‘ations that prices have in fact reached their 
peak, subsidiaries in Britain have wisely put 
about £1.5 — to specific reserves to 
con 


guard against 
In the 


is shown to have peed ams ys a to 
{,16,346,597—a rise “ not to their 
ereater volume so much as to their enhanced 


Company Notes 


cost.” Trade credit seems to have been 
granted to the corporation quite readily ; 
“accounts payable and accrued” have risen 
from £2,409,810 to £3,973,858 and “ bills 
payable and acceptance credits” from 
£2,128,746 to £3,485,000.. The apparent 
ease with which credit has been obtained and 
the substantial retentions from profits—sub- 
sidiaries alone have ploughed back nearly 
£2.7 million (against {1.1 million)—have 
enabled the corporation to finance high- 


i Years to Sept. 3, 

Consolidated carnings :-— 1950 1951 
Trading profit ..........---.+. 5,968,731 11,465,953 
Total income ..........-+5+++- preys ee 
WS. 5s 5a Sirka 6s ccewenticn ss 1,890,688 5,045,317 
Group for ordinary stock 541,955 10,362 
Ordinary dividends ............ 148,500 , 500 
Ordinary (per cent) 15 15* 
Retained by subsidiaries ....... 1,084,644 2,671,166 
General reserve ..........-+++: 50,000 200,000 
Added to carry forward......... 305 44,303 


‘ analysis > 
Fixed assets, Jess depreciation ... 17,842,215 18,082,476 


Net current assets. :.........-.. 32,056,143 16,317,766 
BUNGE, § 5coc5 ecco ices 936,299 597 
DUE added « «addy chi aacdane 4,207,599 3,610,471 
ee. ee Pe eee ine pen oem 232 10,238 
Ordinary capital .............. 1,800,000 2,700,000 
+ ~ - 7: 
Botnet OS gies So Prot 
priced stocks “ to several months 
i s” without imposing amy great 
strain upon liquid s. At one time the 
Bowater group had hoped to secure a further 
expansion in production at home this year, 


but this no longer seems possible now: that 
the government has re-institituted control 
over its purchases of raw materials by rather 
rigid rationing of its dollar expenditure. Nor 
can the boosting of profits by further price 
increases be expected to continue indefinitely. 
It would be over-optimistic for shareholders 
to look much beyond the maintenance of the 
dividend of 15 per cent. that has now been 
recommended on the increased ordinary 
capital. 
7 

Linen Thread.—In addition to its mills in 
Britain and Northern Ireland, Linen Thread 
has subsidiaries as far afield as the United 
State’, Canada, Australia, Brazil and Japan, 
and its fortunes are now more closely bound 


. 


group’s trading profit of £2,894,910 (against 
£2,065,365) while half of the profi rned 
by the British mills came from direct exports. 
The chairman, Mr. George Knox, is there- 
fore concerned in his 
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matter of-considerable moment to Linen 
Thread as the profits of the American sub- 
sidiary, converted at the present rate of 
exchange, form a substantial proportion of 
the group’s sterling profits. In anticipation 
of a shortage of its principal raw material, 
the company made substantial purchases of 
Belgian fiax at the beginning of the financial 
year. As yet, therefore, production has not 
been threatened by a lack of raw materials. 
But a fall in the price of cotton and jute has 
already forced the company to write down 
the value of part of its stocks, particularly 
of those held in the United States. 

An increase in the volume of stocks, 
coupled with the increase in prices over the 
year as a whole, has led to a rise in the book 
value of stocks by £2,702,256 to £7,973,727. 
The chairman points out that with stocks at 
this value, the highest in the company’s 
history, “even a modest recession in price 
would necessitate a considerable write- 
down.” A serious fall in value is not expected, 
but Mr Knox reminds shareholders that the 
company’s reserves, totalling £7,032,818 
(against £6,522,358), should be weighed 
against “the types of assets by which they 
are represented.” Mr Knox believes that 
the immediate future will be “a period of 
readjustment following on a_ tremendous 
spate of activity,” and that profits in the 
current year are likely to be lower than in 





1950-51. Sales to date have been almost 
Years to Sept. 30 
1950 1951 

Consolidated earnings :— £ £ 
Trading profit. . 5.40. s0<% 4% 2,065,365 2,894,910 
ROC WCE 6 ics one ehacneke 2,132,449 2,971,230 
Denretiatiog. (ios. 2 ee 135,504 158,303 
Taxation SRS ys ye 857,752 1,498,737 
Group earnings for ordinary stock 436,806 534,527 
Ordinary dividends ............ 136,125 129,938 
Ordinary dividends (per cent) .. 15 15 
Retained by subsidiaries ....... 314,606 422,582 
Added to carry forward... 1,015 11,414 

Cons. balance sheet analysis :— 
Fixed assets, less depreciation .. 2,847,886 2,937,456 
Net current assets Raia tech 7,521,322 7,842,038 
Stocks “P La deena tes 5,271,471 7,973,727 
Catt 5423 Oy es ... 1,915,370 1,531,874 
Reserves Bes .. 6,522,558 7,032,318 
Ordinary capital 1,650,000 . 1,650,000 


4i ordinary stock at 50s. 74d. “yields £5 19s. per cent. 
maintained, but new orders are not being 
placed on the scale of a year ago, and the 
volume of work on hand is falling. Despite 
last year’s high profits, the ordinary dividend 
has therefore only been maintained at 15 per 
cent. 


* 


Borax Consolidated.—tIn the year to Sep- 
tember 30th last, Borax spent about £1 
million on increasing its productive capacity 
and on the modernisation of plant, and 
enjoyed a booming sellers’ market. As a 
result, its group trading profit rose from 
£1,490,489 to £2,238,687. Demand was 
stimulated by stockpiling by consumers who 
feared a future shortage; in meeting this 
demand the Borax group broke all pre- 
vious production records—and, by securing 
a larger spread for overheads, kept down 
its own production costs. Unfortunately, 
however, raw material costs and freight 
and handling charges raced ahead; last 
September 2cean freight represented nearly 
33 a cent of the price of ‘®orax 
c.i.f. European ports, compared with just over 
15 per cent in June, 1939. Inevitably, these 
rising costs are reflected in an increase in 
stock values, from £1,375,147 to £1,950,901, 
but this has been weathered without any sign 
of strain upon liquid balances. The fall in 
net current assets, from {2,589,072 to 
£2,307,086, is explained by the chairman as 
being due to heavy capital expenditure and to 
increased tax liabilities in the United States, 
Equity shareholders have not been neglected 
in this year of records ; a dividend of 10 per 
cent is to be paid on the deferred ordinary 
capital of £3,000,000 as increased by the 100 
per cent. scrip bonus ; this compares with the 
dividend of 15 per cent paid in 1949-50 on 
the original capital of 1,500,000. 

The future, however, does not look as 
bright as the past. The chairman warns 


shareholders that since the end of the finan- 
cial year the company has been confronted 
with a buyers’ market. Demand has fallen 
away and is not expected to revive until the 
large stocks built up by many customers last 
year have been run down; moreover, in- 
creased competition is expected from two new 
ventures in the United States. Already pro- 
duction has been reduced, so as to avoid the 
accumulation of unwanted stocks in the 


group’s own warehouses. In many ways 
Years to Sept. 50° 
1950 7 
Consolidated earnings :— £ 
Trading profit.........+..++++- 1,490,489 2,238,687 
2 EN gy en re Or ey 1,912,158 2,586,413 
Depreciation ......6.... 00.085 231,214 296,301 
eee i . g esau w he ee 910,968 1,306,682 
PIM BOONE oes as hence oe es 687,662 892,462 
Deferred dividends ...........+ 123,750 157,500 
Deferred dividends (per cent)... 15 a 10 
Group carry forward..........» 1,123,656 775,767 
Cons. balance sheet analysis :— 
Fixed assets, less depreciation .. 5,189,501 5,935,623 
Net current assets.........-+.. 2,589,072 2,307,086 
ieee oo. cackeees 1,375,147 1,950,901 
Cems 1,554,392 1,650,825 
Reserves. . . kia 3,176,288 2,385,927 
Ordinary capital......... 1,500,000 3,000,000 


£1 deferred stock at 33s.xd yields £6 1s. per cent, 


1950-51 was an exceptional year for Borax ; 
it remains to be seen whether the distribution 
now made to equity shareholders is equally 


exceptional, 
~ 


English Electric.—Last December, when 
English Electric placed £3 million of a new 
debenture stock issue with the Prudential 
Assurance and made an offer to its ordinary 
shareholders of 1,179,577 £1 ordinary shares 
at 55s. each, the directors stated that profits 
in 1951 were in excess of those earned in 1950. 
A preliminary statement now shows that 
group profits before taxation and depreciation 
have in fact advanced by over 18 per cent on 
the year, from £3.8 million to nearly £4.6 
million. In his last annual statement, the 
chairman, Sir George Nelson, drew attention 
to the modest margin of profit earned on 
turnover, and the latest increase in profits 
seems likely to represent a genuine expansion 
in sales. After allowing for heavier charge for 
taxation (nearly £2.3 million, against £1.9 
million), group net profits have risen from 
£1,049,892 to £1,326,721, but the ordinary 
dividend (for which the newly issued ordinary 
shares do not rank) is only maintained at 
15 per cent. Any hopes that may have been 
aroused by the decision to raise the interim 
dividend from 4 to 5 per cent have now been 
dashed by the announcement that the final 
dividend has been reduced from 11 to 10 per 
cent. The directors are apparently placing 
emphasis upon the ploughing back of profits 
so as to make good the shortfall between the 


£6 million odd raised by the debenture and © 


equity capital issues last December and the 
£9 million or £10 million to be spent on the 
new Metherton factory and on other capital 
developments in the next two years. At the 
current price of 56s. 3d.xd. the £1 Ordinary 
shares yield 54 per cent. 


* 


Harrods.—In the year to January 31st, the 
“consolidated net profit” of the Harrods 
group fell from £1,526,963 to £1,349,816 ; 
this figure is struck before tax, but after 
putting £14,000 (against £47,445 a year 
earlier) to a reserve for the replacement of 
assets. Thanks, presumably, to the higher 
rates of income tax and distributed profits 
tax, the provision for taxation has increased 
from £877,116 to £878,987, and net profits 
have therefore slumped from £649,847 to 
£470,829. This gives a much more slender 
cover on the maintained ordinary dividend of 
20 per cent. With profit margins being 
squeezed by the increase in costs and with 
customers beginning to fight shy .of higher 
prices, Harrods is not likely to be the only 
department store to report lower profits this 
year. After the preliminary announcement, 
the £1 ordinary stock units were marked 
down Is, 3d. to 55s. ; at the current price of 
52s. 6d. xd the yield is £7 12s. per cent. 
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SECURITY PRICES AND 
| YIELDS 
























































(a) Yield basis 20% after 


ca 


Prices, British Funds | Price,! Price.) Gross _ 
Year 1952 and Feb, | Feb. | Yie! 
Jan. 1 to 20; 27,, | Feb. 2 

Feb, 27 Stocks 1952 | 1952 1952 

“High | Low; tea 
Loh 9 War Boma im | Bite | og] TH 
' 4 * oy 4 Ai 
100% 99§ ‘War Bonds 24%..| 1004] 1004) 2 ' 
- Be | ar. 1, 196254 “i « oe 
| |Exch. St y, 2 é 
* | Feb. 15, 1955 one bel 
100§ | 99% Serial F . 19%} 100 | 100 | 114 
} | Nov, 14, 1952 
100%) 994} Serial Fundg. 13%%' 99§ | 99%) 1 17 
| Nov. 14, 1953 
99% 984 Serial Fundg. 1¢%| 98% 9843! 2 
Bee Se ge : 
998% 99) War 5 24%..| 99h 215 4.6 
| Aug. 15, 1954-56 i 1213 
100} | 983 \Funding 27%....| 100 9985 61 
| | June 15, 1952-57 i218 
100%; 99k |Nat. Defence 3% .| 100 93135 4 4 
| July 15, 1954-5 319 
100 | 100 (War Loan 3%....| 100%] 1003 | 3 2 2, 
| Oct, 15, 1955-59 Ss 1 
91f | 90) Savings Bonds 3% 914; 91 | 519 1; 
‘es Lae. 15, eee os 1317 ¢ 
4 ‘Funding | 1410 7, 
ral ase (ems 1986-61 cs an 139 6 
iPunding 3%..... 612 6 
| Apr. 15, 1959-69 145 3 
88 | 86§ Funding 3%..... BTA} 86814 5 3, 
iat ; ug. 1, 1966-68 14 2 9 
(Funding 4%..... O78) 4 9 lie 
| Forge 7" 3 ed ei HS 
pial Sees fee he Bhai 
| } 4, ‘ | 5 6] 
a) a pabe eeal) Mt] HS ES 
} ’ ~ } ( 5] 
101g | 99% Pewee he 100§*} 100}* 3.19 55 
84. | 81} Savings Bonds 3%| 823 | 81§ | 4 17 lo. 
| | Aug. 15, 1965-75 .. § 
| 88% Consols.4%...... 90 89 | 410 
82§ | 784 (Conversion 34%..; 81 783*' 4 8 
60§ | 57 Treasury Stk. 23%) 5 ant 4 6 
| (after Apr. 1,1975), 
71 | 68% \Treasury Stk. 3%.| 10 683 4 8) 
\_(afterApr. 5,1966)| 
88§ | 87% [Treasury Stk. 39% 884) 87%! 4 7 1- 
| June 15, 1977-80 F i4 6 O/ 
172 | 75 Pao Pe Tada 77k 75* | 4 8 Oe 
| Oct., ; 4 410! 
i Ww os 10f 
Gly | 59f Consols 24% °.--| ele] Go| 4 3 10) 
85} | 81g (Br. Elect.3%Gtd.. 62° 411 5e 
| Apr. 1, 1968-73 45 91 

844 81; eer he 5 823° eal : 4e 

90§ | 884 /Br.Elect.34%Gtd.! 89 | 884 4 6 10: 

| Nov. 15, 1976-79 4 5 9 
1 | 76 ie Tpt. 5% Gtd.. 174 | 763 411 9 
uly 1, a 4 6 5! 
85§ | Sig Br. Tot. 3% Gtd..| 843} 82°14 11 5e 
} Apr. 1, 1968-73 4 5 9 

17§ | 75} (Br. GasGtd.3%..| 76§| 75 4 7 le 
} May 1, 1990-95 14 6 TI 
os | we eceuaaey OF1 eS 
89%) 86§ Br,lron&Steel34%| 874| 8624 7 0 
1 Feb. 15, 1979-81 ost e 6 SE 
(e) To earliest date. (J) To latest date. (f) Flat yield 


(s) Assumed average life 13 years 0 months, * Ex dividend. 


Year 1953 | Ordinary Feb” | Feb | Fe 
ear . | Feb, | Feb 
Jan. 1 to Stocks 2, | 2, | 27 
Feb. 27 | 1952 | 1952 | 195. 
High | Low | is. d 
8%, T\Anglo-Am.10/-...; 1} Im 4 0 8 
6 |  SépiAnglo-Iran {1....; 5— S55 5 6 
84/- | 70/~ \Assoc. Elect. £1..| 72/6 | 72/6 | 5 10 4 
104/9 | 96/6 ‘Assoc. P. Cem. £1.) 97/6 196/10} 5 15 6 
32/44) 28/9 |Austin 5/-....... 29/- | 29/6 | 712 6 
129/3 \112/6 Bass {1 ......... 115 |115/-|7 9 0 
23/— | 17/44 Boots 5/-........ 18/9 | 17/6 | 514 Ss 
30/— | 25/6 |Br. Celanese 10/- ., 26/- | 25/6 | 3 10 
85/9 | 76/3 |Br. Oxygen {1 ...| 78/- | 76/6 | 5 4 7 
52/9 | 45/9 Coats f1......... 47/6 | 47/65 5 : 
46/— | 37/6 ‘Courtaylds £1... .| 38/6 | 37/6 | 6 0 0 
20/6 | 18/1} Distillers 4/-..... 18/9 | 18/6 | 417 4 
61/3 | 53/- [Dunlop f1....... 55/- | 53/9|6 10 2 
§1/44| 46/- Ford £1......... 47/- | 46/6|5 7 6 
92/3 | 71/9 \Gen. Elect. £1... .|76/3xr| 72/6*, 6 4 2 
125/3 |114/- Guinness {1.. .... 116/1}/115/- | 417 5 
36/74) 32/14 Hawker Sid. £1. .| 32/9 | 32/9|6 2 2 
47/44 40/10} Imp. Chem. {1 .. ./41/10} 41/- 5 17 1 
95/— | 83/9 |Imp. Tobacco £1 .| 88/9 | 83/9*, 7 12 10 
43/14} 35/4} Lancs. Cotton £1.) 35/7}, 37/6 | 8 0 0 
49/6 | 47/- Lever{1........ 48/9 46/10} 515 2 
57/3 | 53/14|\London Brick £1.| 54/4§| 53/9 | 5 ll 7 
89/6 | 78/3 |Marks & Sp. A. 5/-| 81/3 | 78/9 | 415 3 
53/9 | 42/- |P. & O. Def. £1...| 47/- | 48/- | 4 8 le 
39/3 | 33/7§)P. Johnson 10/-..) 35/78) 34/44, 7 5 6 
97/2}' 83/5}'“Shell” Stk. £1...| 75/74} 83/9 | 5 15 9 
t 4% Tube Investmt. £1 s15 0 0 
89/9 | 85/3 |T. & Newall £1...) 87/6 | 86/3} 4 12 9 
69/404] 42/6 \U'Sun Berong zi s8/1aMertoii2l © 8 
/6 \U. Sua -} 48/19/46/103}21 6 
46/3 |42/10} Vickers "Balas Pye 44/3 § 13 0 
44/1}| 40/14' Woolworth 5/- ...| 42/3 | 40/6 | 5 4 IL 


bonus. (c} Yield basis 
104% after capital botun. * Ex dividend. 
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Statistical Summary 


EXCHEQUER RETURNS 


the week ended February 23, 1952, 
revenue was, {109,983,000 


Dar 
For 


total ‘ordinary 


CHANGES IN DEBT (£ thousand) 


RETURNS 


st ordinary expenditure of £84,146,000 


February 27, 1952 


BANK ‘OF ENGLAND 


and issues to sinking funds £740, Thus, 
in nog sinking fund allocations of 
/2] 633,000, the surplus accrued since April 
=} $1, is {392,591,000 compared with a 
§ ; of £749,677,000 for the corresponding 
period of the previous year. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 

April 1, April 1, Week | Week 

mate, — | 1951 Fee Teo. 

i to e e 

1951-5465 24, Feb. 23, 

| £7000 | 1951 | 1952 1981 1952 


——f:sReeeipts into th se 
REVENVE Exchequer 
({ thousand) 





| Esti- 


E 
1 





Rn REVENUE 
Tax ,..., |1624750)1220667| 1427811] 54,949) 61,153 
128,000] 102,000} 109,000} 5,200) 
_, Duties | 180,000) 165,650! 164,600) 3,900 
Amps 55,000) 47,760) 55,400 
fitsTax&E P.T.| 312,650 249,270) 287,000 3 
Other In saver Rev. 506 500! 500 40, 50 
ntributn. | 1,500 4,480, 2,489 50 30 


alan Rev, 4302400790327 2086791] 68,339 77,733 


met UF bt UD bet 


Cr +14 
spe f 








Customs | 930,500} 810,619) 898,868} 16,937) 21,560 
Excise + +++ | 720,500 677, 800) 703,300) 12,200: 7,300 


| 
} 
29,137, 28,860 








ustoms and | 
Excise “a 448419 160216 


p———— | 


60, 178) 61,96. 


1651006 


Duties ....} 62,000 te eee 
Surplus War Stores} 20,000} 37, 234) 32,23 717, 1,460 
Surp!'sfrom Tradg.} 50,000} 80,905) 75,45 000; 

P.O, (Net Ree eipts) 6,40, 7,000; 7, 1,000; 

ireless Licences. 10,650, 11,5 ne 
Sundry Looms... 23,476) 22. a 
ell. Receipts 68,574) 81,65 17 3» 


Total Ord. Rev... }4236400 3566764) 394176 38210 109983 


SELF-BALANCING ; 
Post Office | 179,431; 151,700) 169,7 3,500) 3,300 
5,06 90) 431 


Income Tax on} 
7,554 | 


E.P.T, Refunds} 4, 
Total 2.5.53 eames '4420751}8726018/4116522 141800113714 
i t { 





1,900 


| eae 























Issues out of the Exchequer 
to meet payments 
({ thousand) 
Orb. EXPENDITURE | | 
Int. & Man. of Nat.} 
Debit «5 i:<0ce tek | §35,000) 428,978) 463,792 


I ments to N.! 
reland 38,000 33,440) 33,313 
11,00@ 9, 184) 10,452 


ver Cons, F unds | 
584,000] 471,602) 507,557 


EXPENDITURE 





2,164) 5,136 
1,922, 
‘eo, | 














4,086 “5,136 

Supply Services . . *36140622330382 3019930] 40,416) 79,010 

Total Ord. Expd.. *woosoeg280198¢ 3527487] 44,502) 84,146 

Sinking Funds ...| 15,103, 21,689 100 740 
(excl. Self- | | 

il. Expd.).. . . }409806242817087|35491701 44,602] 84,886 
SeLF-BALANCING | 

Post Office ...... | 179,431] 151,706 169,700, 3,500, 3,300 

i me Tax on} 
E.P.T, Refunds} 4,900 7,554) 5,062 | 431 














Po 428239312976341'3723932 48, 192] 88,617 


Including £6 million of the margin for <— 
mates provided in the Budget (£160 million), 





\fter increasing Exchequer balances by 

0,563 to £3,565,701, the other operations 

‘ the week increased the National Debt 
by 46,962,937 to £25,741 million, 


NET RECEIPTS (£ thousand) 








1s ans ‘ (Temporary Accommodation) Act, 

a ©. Ge vv se eew eg bE ep Balch bon to bee bans 
n (Centralised Buying) Act, 1947, s. 21(3).... 2,000 
2,114 

_ NET ISSUES (£ thousand) 

Post office a Telegraph (Money) Act, 1950 ..... 750 
EPT i Refund: Sa eee ee eee ee tte 529 
al Antbaritias Loans Act, a Se Ab cp con te 4,500 
il Industry Acts, 1946 to 195] ...........e.s ,000 


scellaneous Financial eeoviahaes Act, 1946 :-— 
5: 2(1) War Damage: War Damage Commission 3,000 
-liscellaneous Financial Provisions Acts 1946 ne 





1950: Civil Contingencies Fund ............. ,000 
tinance Acts, 1946 and 1947: Postwar Credits... . 325 
34,104 


























ReceErrrs ' PAYMENTS 
Treasury Bills ... 421 24% Def. Bonds... 635 
Nat. Savings, Certs. 900 %, Def. Bonds.... 1,367 
Ways & Means Ad- 3% Ter.,Annuities. 1,461 

VORCES eke 56,420 Tax Reserve Certs. 14,896 

Other Debt :-— 
Internal ....... 13,419 
Treasury Deposits. 19,000 
57,741 50,778 

FLOATING DEBT 
(£ million) 
Treasury Ways & Means | Treas. 

Bills Advances De- Rta 
Ed Gee eee Nee Se —_ it R 
| Public | BK. of Debt 

Tender; Tap Depts. | Eng- Bacles 

P | land we 
~ 1951 | i 
Feb, 24 3180-0} 1749-4 419-8 0-04 5689-2 
i 

Nov. 24] 4571-6" 292°6 | 125-0 | 4989-3 

Dec. 1 4593-3* 304°8 Ss 125-0 | 5023-1 
oe 4631-1* 289-0 | 3-0 | 123-0 | 5046-1 
o ao 4718-1* 207-7 ah 123-0 | 5048-8 
oe ae 4782-9* 252-5 5-8 119-0 | 5160-1 
1952 | } 

jan. 5 4760-0" 267°7 116-5 | 5144-2 
oa 47234" 256-8 80-5 | 5060-7 
BOE 4643-5* 277-8 80-5 | 5001-8 
» 2 — 270-7 | 79-5 | 4951-5 

Feb. 2 4248 - 8* 239-2 | 67-5 | 4555-5 
re 4200-1* 260-6 34-0 | 4494-7 
» 16121350-0/ 2036-5] 270-8 ies 34-0} 4471-3 
» 2512160-0 | 2006-9] 327-2 |... 15-0 | 4509-1 

















* The proportion of tender and tap Bills surrendered for 
1% per cent Serial Funding Stock is unknown, therefore 
the total of tender Bills outstanding cannot be calculated. 


TREASURY BILLS 











(£ million) 
Amount Average |Allotted 
Date of Rate A 
Tender i = al of in. 
2: Alen: Allotment | Rate 
1951 
Feb. 23 | 250-0 | 331-4 | : | 250-0] 10 3-04 67 
Nov. 23 | 170-0 | 237-6 | 170-0] 19 2°96 63 
» 50} 170-0 | 244-8 170-0] 19 6-54 53 
Dec. 7 | 270-0 | 225-3 | 170-0] 19 3-26 73 
» 14 |-170-@ | 234-0 | 170-0] 19 6-88 60 
» 21 | 170-0 |-236-1 | 160-0] 20 2-27 49 
»» 28 | 176-0 | 188-3 | 150-0 i9 4-06 82 
1952 i i 
Jan. 4 | 150-0 | 212-5 | 180-0] 19 3-39 61 
» 11 | 180-0} 217-3 | 150-0] 19 6-90 54 
» 18 | 170-0 | 240-4} 170-0] 18 11-05 62 
» 25 1170-0 | 247-2 | 170-0} 19 10-74 55 
Feb. 1 | 170-0 | 249-8 | 170-0] 19 10-64 52 
» $8 | 170-0 | 239-9 | 170-0] 19 7-01 61 
» 15 | 190-0 | 264-2 | 190-0] 19 6-76 e59 
» 22 | 200- 0 271-1-| 200-0} 19 10-55 58 

















On February Zand applications for 91 day bills to be 
from February 25 to March 1, 1952, were accepted 
ated Monday to Saturday as to about 58 per cent at 
£99 15s. Od. and applications at higher prices were ac- 
vat in full. Treasury Bills to a maximum of £200 
million were offered on February 29th.. For the week 
ended March Ist the banks were not asked for Treasury 
deposits, 


NATIONAL SAVINGS 
































({ thousand) 
Totals 46 Weeks | Week 
ended eS 
Feb. 17, | Feb. 16, | "2.16 
1951 1952 | 1952 
Savings Certificates :— 
pes eer 92,000, 135,300 3,000 
Repayments ............ 114,500 120,10 2,800 
Net Savings ............ Dr 22,500 15,200} 200 
Defence Bonds :— 
Macblae 6 bcs sc scdee: 16,960, 51,13 850 
Repayments ............ 42, 830) 63,714 1,300 
Net Savings ..........-: Dr 25,870, Dr12,57Dr 450 
P.O. and Trustee Savings | 
Banks ;— 
Diet. oc Fis tices ccns s19.45- 620,184 13,526 
Repayments ............ 625,283 707, 15,364 
Net Savings ......2..:+- 45,588|Dr87,151Dr 1,838 
Total Net Savings......... 93,908 Dr 2,088 
Interest on certificates repaid ig 742 
Interest accrued ........... 111,219, 111,7 2,503 
Change in total invested.... | —& _ — 327 





ISSUE DEPARTMENT 


* Including Exche 
of National Debt an 





£ 
Notes Issned:~ Govt. Debt. 1.5.10 
InCirculation 1367,027, 466 Other Govt. 
In Bankg. De- Securities ... 1385,754,968 
partment. 33,329, 357 | rag 715,289 
| (ott 
; ha gold) 2,514,643 
| Amt. of Fid.————_——— 
FORM. is S's 1400,000,900 
Gold Coin and 
} Bullion (at 
| 248s. per oz. 
ch eaites 386,823 
1400,356, 823 | "3400, 356,823 
BANKING DEPARTMENT 
f £ 
Copital Tae 14,555,000 | Govt. Secs.... 311,827,853 
Pe keww eet 3,901,616 | Other Sercs.:- 49,994,079 
Public Deps.:~ 12,225,689 | Discounts and 
Public Acets.* 11,796,764 Advances... 17,653,451 
H.M. Treas, | Seewrities.... 32,340,628 
Special Acct, 428,925 || 
Other Deps:- 366,045,777 | . 
Bankers. .... 282,988,746 | Notes: ....... 33,329, 357 
Other Acets... 83,057,031 |Coin......... 1,574,793 
396,726,082 | 396,726,082 


uer, Savings Banks, Commissioners 
Dividend Accounts. 


COMPARATIVE ANALYSIS 











{£ million) 
1951 1952 
Feb. | Feb. | Feb. | Feb. 
28 13 20 | 2 
Issue Dept. :— 
Notes im circulation... .. 1289- 011360- 6' 1360-6 1367-0 
Notes in banking depart- 
REE SER re ee 61- 39-7, 39-8 33-3 
Government debt and 
securities® ........... 1345+ 51596-7 _— } 1396-6 
Other securities ........ 0- 0- 7 0-7 
Gold and coim.......... 4- 2- 9 ?- : 2-93 
Valued at s. por fine on... | 248/0, 248/0 248/0 248/0 
Banking Dept. : 
De its :— 
iblic Accounts ........ 13- 16-2) 11-4 11-8 
aaa Special Account 9- 14:0 0-4 0-4 
iS Wakoyekae cede 293-@ 280-7 292-4 283-0 
Seneie Maknike ses chakee 90 83-8 835-1, 83-1 
acc cune hod ein one 405-4 394-7 387-3) 378-3 
Securities :-— 
Government............ 313-2 327+7 319-0 311-8 
Discounts, etc, ......... 16- 16-1 7-6 17-3 
| ESS y: 32: 28-0! 27-9 32-3 
WOU on oSsrseccucbens 361-4 371-8 364-5 361-8 
Banking dept. res. 62 41-3 44-3 HD 
; % % % | % 
“ Proportion + ..........- 15- 10-4, 10-6 92 





“Tue Economist 


” 





* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from £1,450 million to {1,400 
million on January 16, 1952. 


INDEX OF WHOLESALE 
Prices (1927100) 




















Feb. 0, Feb. 12, Feb 26, 
1951 1952 | 1952 
Cereals and meat ...... 157-9 180-2 | 179-2 
Other foods ........... 172-4 193:5 195-2 
PIE Scare on eke tek | 335-8 246-6 239-3 
POMONA oon g se 6 sons 333°2 372-8 ; 372-5 
Miscellaneous .......... 193-4 194-3 192-3 
Complete index ........ 222:3 | 226-6 | 226-3 
WW1S< 100 «6 vnc cciscs 806 -6 311-0 308: 6 
y GOLD AND SILVER 


The Bank of England’s official. buying price for gold 
was raised from 172s. 3d. to’ 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to autherised 


























dealers from 175s. Od. to 252s, 0d. per fine ounce. Spot 
cash prices during last week were as follows :— 
Sn.ver GoLp 
1952 London lite York; Bombay Bombay 
ounceiper ounce|per 100 tolas] per tola 
a. c. i. a 
Feb. 21 71-0 88-00 187 14 164 
22 77-0 Closed 187.:— 8 10442 
» = Markets Closed Markets Closed 
wo 28 77-0 88-00 185 #1 103° — 5 
» 2% 77-0 88-00 185 7 103.8 
» 27 77-0 88-00 185 «00 103 3 
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COMPANY MEETINGS 





THE ECONOMIST, March 1, 19) 


AUSTRALIA AND NEW ZEALAND BANK LIMITED 


in which are merged 


THE BANK OF AUSTRALASIA LIMITED 


(Established 1835) 


THE UNION BANK OF AUSTRALIA LIMITED 


At the first annual general meeting of the 
Bank held on February 27, 1952, the Hon. 
Geoffrey C. Gibbs, CMG, the chairman, 
in the course of his sffeech, said: 


I know it would be your wish before we 
proceed to the ordinary business of this meet- 
ing that I should refer to the grievous loss 
suffered by the British Commonwealth of 
Nations in the death of His late Majesty the 
King who had so endeared himself to his 
peoples. 


We look with loyalty and devotion to Her 
Majesty the Queen upon whose shoulders the 
great responsibilities of State now fall, We 
share with every Australian and New 
Zealander the hope that Her Majesty’s visit 
to those Realms may not be long postponed. 


THE NEW NAME 


Australia and New Zealand Bank Limited 
is a new name in banking in the countries in 
which we operate and in the many areas of 
the world where we have trade and banking 
connections. It replaces two names, each 
more than a century old, which have earned 
much goodwill over the years. I am confi- 
dent that amongst all our customers and our 
many agents and correspondents the Bank 
has now succeeded to that goodwill, and the 
very happy and cordial relations with those 
triends is fully maintained. 


ACCOUNTS 


Your directors decided that, as so much of 
the Bank’s business was concerned with 
Australia and in order to avoid the use of 
more than one currency in the published 
accounts, the balance sheet and profit and 
loss account should be submitted in Aus- 
tralian currency. This necessitated United 
Kingdom, New Zealand and Fijian currency 
items being converted for the purpose of the 
accounts into their Australian equivalents at 
the rates ruling at the date of the balance 
sheet. The reserves and provisions for 
currency depreciation in the balance sheets 
of the merged banks have naturally dis- 
appeared and are now reflected in the in- 
creased figures at which the capital and 
reserve fund are shown at their Australian 
currency equivalents. 


This is the Bank’s first accounting period 
and in consequence of the differing lengths of 
the accounting periods of the merged banks 
comparative figures would be inappropriate 
and are therefore not given. The balance 
sheet total at £ A475 million showed a marked 
increase over the combined figures of the 
merged banks at the respective dates of their 
1950 balance sheets. Deposits, bills payable, 
etc., moved upwards in accordance with our 
steadily increasing business and with the 
inflationary trend in Australia and New 
Zealand, and stood at the very substantial 
figure of £A345 million. Balances due to 
other banks £A27,768,000 included short- 
term loans in Australia from the Centrs! Bank 
£A17,250,000 to which I shall refer later. 
On the assets side there were some increases 
in cash balances, cheques of other banks and 
balances with and due from other banks. 
These are normal trading fluctuations. Loans 
and advances to customers at {A169 million 
again showed a substantial increase notwith- 
standing that in both Australia and New 
Zealand we conform to a. strict policy of 
advance control laid down by the respective 


(Established 1837) 


Central Banks. However, in a period of in- 
flation it is only natural that our customers 
legitimate requirements should increase. 


I would once again like to comment on 
the special account. ‘Under the provisions of 
the 1945 Banking Act, the wealth 
Bank of Australia controls the cash resources 


_of the trading banks by calling upon them to 


pay a high proportion of their investible funds 
into a special deposit account with the - 
tral Bank. On September 30, 1951, the 
balance of this item in our accounts totalled 
£A100,083,000. Funds in the special — 
account are immobilised for the gen in- 
vestment purposes of the Bank and earn 
interest at the very low rate of only 10s. per 
cent, per annum. Although we had these 
substantial credit balances with the Gommon- 
wealth Bank, the increased accommodation 
required by our customers within the terms 
of the Central Bank’s advance policy has 
necessitated our borrowing from the Central 
Bank at the rate of 34 per cent de: annum, 
and at balance sheet date the total borrowings 
of the Bank in this category amounted to 
£A17,250,000 This must, if continued, im- 
pose a very heavy burden upon the income- 
earning capacity of your institution. 


AUSTRALIA 


A number of important factors have in- 
fluenced conditions in Australia and New 
Zealand during the year under review. Fol- 
lowing the outbreak of hostilities in Korea, 
prices of primary products moved to new 
high levels under the stimulus of world-wide 
demand and stockpiling. These conditions 
were particularly significant for Australia. 
One of the commodities in keenest demand 
was wool, which showed a strong price rise 
during the second half of 1950 and the open- 
ing months of 1951, reaching its peak in 
March, 1951. 


Aided by a favourable season, as well as 
satisfactory prices, the value of total exports, 
excluding gold, rose to approximately {A984 
million in 1950-51, compared with {A614 
million in the preceding financial year. 


Rising Price Level.—A marked upward 
movement in internal prices continued con- 
currently with the increase in the surplus 
of receipts over payments on international 
account and the continued high level of 
investment. While high prices for exports 
have been absorbed into the Australian 
economy and have been reflected in buoyant 
trading conditions, the rise in costs has been 
in no small measure accelerated by the rise 
in wages. 

It is against the background of rising 
prices and rising costs that one must view 
the meeting of the Australian Loan Council 
in August and the Australian Budget intro- 
duced at the end of September. The meeting 
of the Australian Loan Council approved a 
record public works programme of £A321 
million for the financial year 1951-52. ‘This 
figure is £A85 million higher than in the 
preceding year. In addition, the Common- 
wealth will incur expenditure of £A93 
million financed from revenue. 


The Budget.—The official policy of taki 
positive steps to limit pressure of Pec 
on available goods and services was followed 
in the Budget, which left no doubt that the 
Government was placing considerable 


importance on fiscal measures as a curl to 
inflation. The three major budget meas..--; 
aimed at reducing demand were incress-4 
direct taxation, both personal and comp iny 
taxation, a heavy increase of sales tax on 4 
differential basis designed to impose (1. 
greatest burden on what might be cla..e< 
as non-essential items, and finally, a po! cy 
aimed at achieving a budget surplus. {h1; 
surplus is estimated at £A114,500,000 » , 
total budget of £A1,041,500,000. 

The latest information on seasonal con {i- 
tions from Australia is that drough: |; 
causing concern in the northern pasto::! 
areas. In tropical and subtropical districts 
the wet season has been delayed and sixk 
losses, which are already serious in some 
parts, may become extensive if good rains 
do not fall soon. Some relief has occurred 
in coastal areas of Queensland, where the 
effect of the drought was severe on dairy 
production. Further south dry conditions 
have also prevailed, and in New South Wi\<s 
and Victoria have led to serious bush fires 


NEW ZEALAND 


High prices for wool are reflected in the 
New Zealand economy hardly less signit- 
cantly than in A Wool accounted 
for £NZ75 million out of total export pro- 
ceeds of £NZ182 million during 1950, com- 
pared with £NZA47 million out of {NZ\4 
million in 1949. In the first six months of 
1951, the marked rise in wool prices helped 
to carry export receipts to {NZI5S2 million 
compared with £NZ122 million in the corre- 
sponding period of the previous year, and 
oversea assets rose to £NZ123 million from 
£NZ73 million at the end of 1950. The rise 
in export proceeds during 1951 was obtained 
in spite of the disruption caused by seriou 
labour disturbances which lasted from 
February until July. As a result, approxi- 
mately two-thirds only of the season’s wool 
clip was sold, leaving about 100 million 
pounds to be carried forward into the cur- 
rent season. 


The United Kingdom Ministry of Food 
has agreed to pay New Zealand an average 
price increase of 15 per cent for first quality 
lamb and about 10 per cent for first quality 
mutton for 1951-52. Export beef prices are 
also substantially increased. Latest reports 
indicate that Britain has agreed to buy or 
permit to be sold here without réstriction of 
——- the us of New 

and beef, and mutton for 15 years 
as from October next. 


The Budget.—In spite of the reduction in 
rates of taxation in the 1951 Budget, revenue 
from taxes is expected to be higher a 
£NZ186 million com with actual 
revenue of £NZ158 million in the preceding 
year, Contrary to previous policy, ‘he 
Government is meeting rising costs od 
prices by continuing subsidies on milk, ¢225, 


. 


wool, fertiliser, tallow for soapmaking, 
timber, shipping and transport. Total costs 
of price isdtion are expected to be 


£NZ15.5 million compared with {N/?4 
50 1950-51 and £NZ14.9 million ‘9 


"STAPF 


I am asking Colonel Maxwell, who 2!tcr 
a strenuous tour returned at the. begino:0% 
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yecember, t0 propose a vote of thanks 
’ ibe staff, but I would like to 
recora my personal admiration for 
have accomplished. It was an active year 
any case, as you will have gathered from the 
figures presented to you this morning, 
you will appreciate what it must have meant 
to the staff to have all the work of prepara- 


= 
i 


f 


tion for the merger superimposed on their 
other work. I wish to thank them_all, and 
in particular our joint general managers, Mr 
Thomas and Mr Wiltshire, on whom so 
much of the burden has naturally fallen. 


The report and accounts were unanimously 
adopted and the dividend, as recommended, 
was approved. 





SCOTTISH WIDOWS’ FUND AND LIFE 
ASSURANCE SOCIETY 


NEW BUSINESS AGAIN A RECORD 


The one hundred and thirty-eighth stated 
annual meeting of the Scottish Widows 
Fund and Life Assurance Society was held 
in the Society’s head office, Edinburgh, on 
Tuesday, February 26, 1952, Mr Wilham 
McEwan Younger, DSO (chairman of he 
Ordinary Court of Directors), presiding. 

In moving the adoption of report and 
accounts, which were taken as read, the 
chairman said :— 

In 1951 the total new life assurance busi- 
ness conducted by British offices again 
reached a record level. Im this the Society 
fully shared. Once again, for the sixth suc- 
cessive year, we completed a larger amount 
of new business than éver before: record 
new ordinary assurances of over £9,800,000, 
and record new group imsurances connected 
with pension schemes of nearly £4,200,000 ; 
making a record total of just over £14 
representing an increase of about 
{2 million over the total for 1950. 


muon, 


PENSION SCHEMES 


Under pension schemes, last year, the 
Society issued deferred and contingent 
annuities for mearly £1,200,000 per annum, 
as compared with some £700,000 per annum 
in 1950, an inerease of nearly 70 per cent ; 
reflecting the ever increasing recognition by 
employers and their staffs of the advantages 
of such schemes, and also, I think, of our 
wide experience in this sphere. 

It is, of course, inevitable that the growth 
of pension schemes with associated life assur- 
ance should tend to reduce the field for 
ordinary assurance business of the traditional 
type. It is, therefore, all the more satis- 
factory that new ordinary assurance business 
should have continued to increase. The 
explanation lies t0 a large extent in the de- 
velopment of- certain s of life assurance 
contract rendered specially attractive by the 
high rates of taxation and death duties which 
now prevail. A growing proportion of the 
business has been effected under the scheme 
whereby full-time directors and senior execu- 
tives of finms can obtain the same important 
income tax advantages as members of 
schemes by making provision for retirement 
and for dependants by means of endowment 
assurance policies with a guaranteed annuity 
at maturity. 


CONSIDERABLY INCREASED INCOME 


‘s a result of this age sing new business, 
ur premium income is, of course, rising more 
rapidly than ever. Last year it exceeded 
£5 million for the first time, and was nearly 
£*,000 higher than in the preceding year. 

You will see that the income from interest 
and dividends has iricreased considerably, 
and represents a gross rate of interest on our 
funds of £5 6s. per cent before deducting 
income tax, a8 compared with £5 Is. 1ld. per 
cent in the previous year. is increase is 


Cc 


largely due to our policy of holding a 

Portion of our assets in ordinary ane aa? 
am sure you will regard it as highly satis- 
facory, following as it did a similar increase 
in the preceding year. It is, in fact,- 


g 


_Tecessary initial 


highest gross rate of interest the Society has 
been able to report since 1932, in which year 
the five per cent War Loan was converted 
to a three and a half per cent basis and our 
funds were little more than half the present 
amount. 


The stock exchange securities, as usual, 
stand in the balance sheet under their market 
selling prices. The margin between the 
market prices and the values in the balance 
sheet was less than it was a year ago, in con- 
sequence of the depreciation in fixed interest 
stocks during the last two months of the year, 
which resulted from the policy of the 
Government in restricting credit. Neverthe- 
less, the margin was still substantial and, in 
fact, practically the same as at the end of 
1949. 


OUTSTANDING QUALITY OF WITH-PROFIT 
POLICIES 


There is little more that requires to be said 
about the results for the year. I would, how- 
ever, like to emphasise that the high reputa- 
tion of the Society has been firmly established 
over the years on the outstanding quality of 
its with-profit assurances for which, as I am 
sure you will agree, we have a recotd ‘which 
few can rival. A with-profit policy with the 
Society has a special appeal in these days of 
high and even crushing taxation. It is particu- 
larly satisfactory that the directors, having 
reviewed the results of the first three years 
of the current quinquennium, and having 
taken into consideration the increased earning 
power in the form of higher interest income 
and the higher yield obtainable on new in- 
vestments, have decided to increase the rate 
of intermediate bonus on claims and 
surrenders on and after January 1, 1952, to 
34s, per cent per annum compound in 
respect of premiums paid since ‘December 31, 
1948: a significant figure, as: it is not only 
the rate declared for the five years ending 
December 31, 1948, but is also within a few 
pence of the average rate of bonus declared 
over the whole 137 years of the Society's 
existence. 


THE OUTLOOK 


So much for the Society’s activities and 
results in the past year: results which are 
clearly highly satisfactory and in keeping 
with our long tradition of a sustained high 
level of achievement. Of the future in is 
wider aspects it is more difficult and more 
painful to speak. The issues involved are 
so great, the possible eventualities so grave, 
that any review, such as I have given, of our 
own affairs is completely overshadowed. Our 
whole future as a nation depends on whether 
the Government, having already taken the 

initial steps, will undertake the 
further and far more drastic measures which 
are essential if we are to avert consequences 
which do not bear contemplation. I can 
hardly believe that they will fail to do so in 
view of what will inevitably ensue if the 
measures taken are inadequate. There the 
matter. must rest until 
intentions are fully revealed. 

The directors’ report and the accounts as 
audited were adopted unanimously. 


t 
the Government’s. 
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THE LAW DEBENTURE 
CORPORATION 


SATISFACTORY RESULTS IN A 
CHANGING YEAR 


The sixty-second annual general meeting 
of The Law Debenture Corporation, Limited, 
was held on February 22nd in London. 


Mr Robert R. J. Turner, OBE (the 
chairman), who presided, in the course of his 
speech said: At the end of my remarks last 
year I said that, in the absence of any major 

ity, no serious diminution in revenue 
was anticipated. The first half of last year 
was not very eventful, but during the last six 
months we had a threat of legislation to 
enforce dividend limitation, a General 
Election with a change of government, 
almost immediate revelations of the country’s 
critical finances, am increase in the Bank 
Rate, the funding of a large amount of 
Treasury Bills, and the promise of an excess 
= tax the details of which are not yet 


In spite of all these shocks, which even the 
strongest financial institutions were unable 
to absorb with complete equanimity, we are 
able to present to you a not unsatisfactory 
balance sheet and a profit and loss account 
showing a reduction in net profit of £1,429, 
compared with the year 1950. In consider- 
ing this result, moreover, it must be borne 
in mind that income tax and profits tax 
together were higher by £11,872. 


BALANCE SHEET FEATURES 


Turning now to the balance sheet, a 
further £5,000 has been put to reserve, 
raising that item to £305,000. 


Profits tax shows an increase of £4,094, 
This tax was introduced in the year 1947 in 
re of NDC, which was at the rate of 

per cent and has since risen to the present 
rate of 50 per cent on distributed profits, 
Receiving as we do a large part of our 
income from trustee fees on which profits 
tax has to be borne as well as income tax, 
one of the few courses open to us in order 
to lessen our liability to profits tax is “to 
reduce our holding of debenture stocks and 
bonds in which this corporation has always 
had a high proportion of its funds invested, 
The total book value of our investments in 
this class of security at £381,283 has been 
reduced by £110,239, and together with 
British Government securities now repre- 
sents 34.6 per cent of our investments 
compared with 41.35 per cent last year. 


PROFIT AND LOSS ACCOUNT 


With regard to the profit and loss account, 
rent and salaries show an increase of £440, 
whilst directors’ emoluments are down by 
nearly £3,000. Income tax has risen by no 
less than £7,778, and profits tax by £4,094, 


After the transfer of £5,000 to general 
reserve and the payment of dividends, the 
balance forward amounts to {£10,322 as 
against £8,713 last year. 


On the other side of the account income 
from interest and dividends on investments 
shows a further satisfactory increase of 
£7,198 to £87,837. During the last ten years, 

is income ger aa wo © the 
present figure nearly 2 wever, 
a further increase may be more difficult to 
obtain this year. 


= rien er Mita 
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LEEK AND MOORLANDS 
BUILDING SOCIETY 


ANOTHER EXCELLENT YEAR’S 
RESULTS 


The annual general meeting of the Leek 
and Moorlands Building Society was held on 
February 25th at Leek, Staffordshire. 


Sir Ernest Johnson, JP, the president, in 
the course of his speech said: When I had 
the pleasure of addressing you some 12 
months ago, I made some comments on the 
vast national expenditure. The previous 
Government satisfied themselves that re- 
armament is necessary in the interests of the 
world. The present Government has endorsed 
that policy. It is left for the nation now to 
bear the- expense and to suffer the burden 
and the implications of the programme to 
rearm. 

I firmly believe that one of the ways to 
assist the country would be for increased 
savings, as distinct from increased taxation, 
to be allowed to play their part. 


Building societies—representing as they do 
over four million of the populatian of the 
country, and having entrusted to their care 
funds exceeding £1,200 million—can be relied 
on to play their part in a great savings drive. 


I am glad to find that this Government is 
at last encouraging home-ownership. By 
granting licences to persons anxious and will- 
ing to build their own home, expenditure on 
subsidies is reduced. 

The year 1951 has left its mark upon: the 
national economy—I cannot think that the 
year 1952 is likely to be as satisfactory a year. 
What I do feel is that united through sound 
finance—harder work—maintenance of fine 
quality workmanship, the nation can march 
along the road to a future which will bring 
stability, security and a better living. 


CHAIRMAN’S ADDRESS 


In moving the adoption of the report and 
accounts, Councillor Gilbert Tatton, the 
chairman, said: During the year 1951 share- 
hoiders’ balances increased by £1,460,000 and 
the amount of savings in our share capital 
comes to £17,795,000. Savings on deposit 
show an increase of £278,000, so that during 
the year 1951 the total increase in. savings 
balances on shares and deposits amounted to 
£1,738,000, making a total sum invested in the 
Society of £20,323,000. This is the first time 
in the history of our Society that the total 
savings have exceeded £20 million, and is a 
measure of the confidence of the public in 
our Building Society. 

Last year I expressed the hope that I might 
be in the happy position of presenting to you 
another excellent report. I feel I have done 
so, as the year’s results show a continuation 
of that financial strength and stability for 
which the Leek and Moorlands Building 
Society is noted throughout the country. 


VICE-CHAIRMAN’S REMARKS 


Seconding the motion, the vice-chairman, 
Mr F. Leslie Davenport, JP, said: I view 
with some apprehension the forthcoming 
Budget, because there is no doubt that 
financially the country’s position is a very 
difficult one. Nevertheless, I do feel that 
building societies, representing as they do the 
savings of the people, should receive some 
concession by -way of taxation, and I hope the 
Chancellor has .not overlooked the important 
part they play in “mopping up” surplus 
income and channelling it into real thrift. It 
would seem to me that on these grounds alone 
building societies are so assisting the nation 
at this difficult time that they merit favour- 
able consideration. 


The report was adopted. 


HART AND LEVY 
RECORD TURNOVER 


The fifty-fifth annual general meeting of 
Hart and Levy, Limited, was held on 
February 28th at Leicester, Sir Tresham 
Lever, Bt, the chairman, presiding. 


The following is an extract from his circu- 
lated statement for the year to October 31, 
1951:— 

Turnover shows a considerable increase 
on that of the previous year and is a 
record for all time. The trading_ profit 
is £207,457, as against £203,405. During 
the past year the rates of both Income 
Tax and Profits Tax have been further 
increased. Therefore, in spite of reduced 
expenses, the balance left for distribu- 
tion is only £54,634, as against £53,026'a 
year ago. The directors recommend a final 
dividend of 10 per cent on the Ordinary 
shares (making, as in the preceding year, a 
total of 20 pér cent). 


DIFFICULT CONDITIONS 


The results have been secured in spite of 
the serious difficulties encountered over the 
last six months of the trading year and the 
increased rate of tax. I need not enlarge on 
the violent fluctuations that have occurred 
in the wool and cotton markets, and I 
referred last year to the possible loss on 
long delivery commitments then existing. In 
order to preserve our labour force and the 
volume of production in our factories we had 
to maintain an adequate supply position, with 
the result that in taking up our forward com- 
mitments, substantial losses did, in fact, arise. 
I reminded members last year that the credit 
on general reserve of £120,000 provided a 
safeguard against such eventualities, and it 
is with satisfaction I can report that these 
losses have been absorbed in the trading 
results under review, and that our general 
reserve stands intact at the above figure. 


Government restrictions still preclude the 
contemplated expansion of our manufacturing 
units, but we have been able during the past 
year to modernise and develop further our 
subsidiary. company interests which have 
made a valuable contribution to the Group 
results. The loan and current account of the 
subsidiary company has risen steeply in the 
last twelve months from (£198,761 to 
£301,030. ‘This figure is entirely covered by 
the value of stocks held. These have not 
only increased in quantity to supply the 
wider demand, but there is also a big reduc- 
tion in the value of the commitments of the 
subsidiary company. 


SATISFACTORY STOCK POSITION 


The high stock position is brought about 
to some extent by customers postponing their 
deliveries and also by our action in reducing 
the forward commitment position in the last 
trading year. Such a policy inevitably re- 
sulted in increased liabilities to our bankers 
and to creditors. We have nevertheless 
thereby assured that our immediate stock 
requirements are fully provided for, and as 
the present year progresses we expect that 
the amount of our investment in stocks will 
considerably decrease, with a corresponding 
reduction in the figure of bank indebtedness. 


It is most difficult to forecast trading 
for 1952, but in spite of all the diffi- 
culties that have been experienced, we 
have substantial orders on our books. 
Although conditions are obviously more 


difficult than when I- addressed you last: 


year, we are sure from our experience of sales 
to date that our goods are being better re- 
ceived by our customers than ever before, and 
we are confident that your company will be 
able to obtain a good share of the trade avail- 
able in the increased competition that has 
now returned to our markets. 


The report was adopted, 
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MANCHESTER SHIP 
CANAL COMPANY 


VOLUME OF TRAFFIC AGAIN \ 
RECORD 


The ninety-fourth ordinary genera! -- 
ing of this company was held on Feh,,; 
29th, in Manchester. 

The chairman, Mr Leslie Roberts, (pp 
in the cours ~ his speech, said : — 

The net revenue for 1951 is shown as 
£835,014, compared with £887,141 in 1959 
a decrease of £52,127. 

After adding to the net revenue /): 
brought forward, setting aside £110,0 
Income Tax and deducting £342.63) 5 
Loan and Debenture Interest, the b:\in- 


available for dividends and reserve amount: 
to £400,414. 


£35,000 has been appropriated to th 
serve for Contingencies, and it is propo 
that out of the balance of £365,414 the fol. 
lowing dividends, amounting to £349, 
should be paid: — 


34 per cent on the Manchester Ship Canal 
Corporation 34 per centum Preference Stock. 

5 per cent on the Preference Share; 

3 per cent on the Ordinary 


carrying forward £15,721 to next 
account, 


Shares, 


year’s 


RECEIPTS AND EXPENDITURE 


. 

Receipts from Tolls, Ship Dues, Traffic 
Rentals, Towage and Sundry, Receipts ex- 
ceeded those of the previous year by 
£131,000. It is noteworthy that last year 
the tonnage of toll-paying traffic for the first 
time exceeded ten million tons. This is the 
fourth successive year in which we have been 
able to report the making of a new record 
in the volume of traffic handled at the port. 


Expenditure on the working of the Ship 
Canal showed an increase of £190,000. Of 
this amount, dredging accounted for 
£112,000, maintenance for £34,000 and the 
working of locks, sluices, swing bridges and 
ferries for over £20,000. 


The dredging costs, which have had to be 
charged against revenue in 1951, amounted 
to no less than £377,000. ‘This is by far the 
highest expenditure which we have had to 
face in any year. In 1950 the comparable 
figure was £266,000, and in the ten years 
before that the average was under / 200,000. 


UNOFFICIAL STRIKES 


Last year I told you that our good record 
of freedom from industrial disputes had been 
broken by an unofficial strike, and I have 
already alluded to the subsequent six weeks’ 
stoppage of work at the docks, which took 
place in the early summer. This strike, like 
its predecessor, was brought about by the 
activities of the Port Workers’ Unofficial 
Committee, and the issue was connected 
with overtime working. I need not trouble 
you. with details, except to say that both the 
stoppages were entirely needless, as there was 
adequate machinery for the investigation of 
the dispute. Some of you will have read the 
report on the second strike, which was :ssued 


by the Minister of Labour and National 


Service, and was in condemnation of the 
men’s actions. It is a tragedy that the Man- 


_chester dockers should allow themselves ‘ 


be misled as readily as they have done. | 
profoundly hope that good sense will prevail 
in the future, and that the time has come 
when each individual docker will start [0 
think for himself. When he does this he will 
not allow himself to be influenced ‘0 joi 
unofficial strikes, but will have proper regard 
for the constitutional procedure which 4 
available within the industry. It is natural 
that a docker’s first loyalty should be towards 
his mates, but it is a pity that his loyalties 
are sometimes misdirected. 
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BROOME RUBBER 


RECORD RESULTS UNDER GREAT 
DIFFICULTY 


The eighteenth annual general meeting of 
Broome Rubber Plantations Limited was held 
2 February 27th in London, Sir Lionel 
Smith-Gordon, Bart. (chairman) presiding. 

‘+ the course of his speech the chairman 


sac 

Last year, I prefaced my address with a 
tribute to our staff in the East, both European 
and Asian, for the courageous way in which 
they had carried out their daily duties for 
two and a half years, or more, in conditions 
of extreme danger. During the past year, 
conditions have, if anything, worsened, and 
the difficulties and dangers of administering 
the estates have increased. 


As a result of adverse factors, the actual 
crop obtained was 2,679,408 lb, which was 
some 30 per cent lower than the amount we 
had expected. This reduction in output is 
not indicative of a falling off of the productive 
capacity of the trees, for we are confident 
that given an adequate labour force, working 
in peaceful conditions, output would rise to 
its former levels. 


FORWARD SALES COMPLETED 


You will, I feel sure, appreciate that in the 


light of these disheartening difficulties with 
which the management has to contend, it is 
not possible to take a normal view of the 
past year’s results, although, in fact, they 
mark a record in the history of the company. 
As stated in my speech last year, we made 
forward sales for delivery over the year 1950. 
These commitments were all met during the 
year under review, and there were no con- 
tracts outstanding at June 30, 1951, nor have 
we made any further forward sales. 


We made a trading profit of £147,840, 
Debenture interest, depreciation, etc., amounts 
to £12,195, and £20,000 has been set aside 
és a provision for replanting expenditure. 
Taxation calls for £77,000. We have put 
£15,000 to general reserve, which we trust 
will be the nucleus of a substantial sum, if 


amounting to 15 per cent, have been paid, 
and we propose a final dividend of 10 per 
cent, making 25 per cent for the year, and to 
carry forward £3,321. At the same time, we 
have declared an interim dividend of 5 per 
cent On account of the current financial year 
ending June 30th next. The results for the 
#x months July-December, _ 1951, ampay 
justify this distribution. 

In this connection, it is interesting to note 
the heavy toll the governments extract. The 
export duty, ete. (paid directly or indirectly) 

1 Malaya amounted to no less than about 
147,500, while taxation demands in the UK 
and Malaya are estimated at £77,000, or a 
ioral of £124,500, which is a staggering 

ire, compared with the sum of {£31,715 
we are able to distribute among the mem- 
bers by way of a dividend, after deducting 
gx 


REPLANTING 


In view of the difficult conditions prevail- 
he, a temporary halt was called to our 
annual programme of replanting approxi- 
mately two hundred acres, and no new areas 
alc being undertaken at the present moment. 


_ Uhe assessment officer of the War Damage 
Commission has already visited two of our 
properties, and we hope it will not be long 
now before our claims are agreed and a sub- 
“anual portion of the assessed damage is 
‘cceived in cash. The total of the amended 
cams submitted amounted to £45,000. 


The report was adopted 
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BAJOE KIDOEL RUBBER AND PRODUC 
COMPANY, LIMITED 


DIVIDEND 25 PER CENT. 
SIR ERIC MILLER’S STATEMENT 


The fortieth annual general meeting of The 
Bajoe Kidoel Rubber and Produce Company, 
Limited, was held on February 27th at the 
registered office, 1-4, Great Yeisie Street, 
London, E.C.3. 


The following is an extract from Sir Eric 
Miller’s address, which was read by Sir Eric 
MacFadyen, who presided: — 


After transferring £20,000 to general re- 
serve and a like amount to dividend equali- 
sation reserve, we recommend the payment 
of a dividend of 25 per cent, less tax, at 
9s. 6d. in the £, for the year 1950-51 and, if 
that is approved by the meeting, the balance 
carried forward on the parent company’s 
profit and loss account will be £70,592. 


In our 1950-51 working period we account 
for 1,408,781 kgs. of rubber and 654,000 kgs. 
of coffee, which after covering taxation in 
Indonesia showed a net profit of Rp.4,520,149 
and Rp.1,273,571 respectively which, con- 
verted into sterling at Rp.32 to the £, shows 
in round figures £140,000 attributable to 
rubber and £40,000 attributable to coffee. 


PROFIT ON COFFEE 


Although the profit on coffee is over- 
shadowed by the profit on rubber, it never- 
theless made a respectable contribution to 
our income and is proving a useful second 
string, as it has done during most of the 
company’s 40 years’ existence. 


Whereas in prewar days most of the 
Robusta coffee produced in Indonesia was 
exported, there is now quite a good offtake 
for local consumption ; the actual marketing 
in Java is being well handied by the co- 
operative Coffee Bureau. Owing to unfav- 
ourable weather at blossoming time, our 
1951-52 crop of coffee will be some 100,000 
kgs less than the 1950-51 total of 654,000 
kgs, but prices-are holding up well. 


MARKET VALUES 


I notice that the £1 stock units of the 
Bajoe Kidoel Company have been changing 
hands at under 15s., showing a market capi- 
talisation well below the figure of the cash 
and British Government securities we hold 
in London and taking no account whatever 
of our estates, comprising 8,000 acres under 
rubber, of which no less than 4,500 acres 
are budded, mostly in bearing; then 3,000 
acres under coffee and 800 acres under 
kapok, with appropriate buildings, machinery 
and plant. Our gross capitalisation, includ- 
ing current and all these fixed assets, is only 
£20 an acre. 


I feel it my duty to focus your attention 
on these simple salient facts, so that you 
should not be frightened out of your hold- 
ings at what, on the face of it, is an absurdly 
low price, even in “jittery” times like the 
present. 


TESTING TIME AT HAND 


There are subversive elements at work, 
particularly in South East Asia, but the Indo- 
nesian Government are clearly doing their 
best tq justify their newly-won in - 
ence by manfully grappling with the forces 
of disruption as and when they. can be 
cornered. Now the prices for rubber and 
vegetable oils have declined materially from 
the heights they reached 12 or 15 months 
ago, the earnings of producers, from which 
that government derive important revenue by 
way of taxation, are automatically receding, 
80 it behoves them to play their part in curb- 


ing inflation by reducing their own expendi- 


ture, which has tended to become astronomi- 
cal, and by purging the trade unions of Com- 
munist leaders who have done so much to 
throw the whole economy out of balance. 


The testing time is near at hand, and those 
who wish these islands well hope, as I do, 
that sound policies will be enforced before 
the economic stresses become too great. 


Whilst preparing this address two im- 
portant items of news have come in. Firstly, 
the Indonesian Cabinet have resigned as a 
result of differences within their ranks over 
the acceptance of American aid under the 
Mutua! Security Act. 


CHANGE IN US POLICY 


Almost simultaneously came the announce- 
ment by the United States Government that 
they are returning the import of rubber to 
the usual market channels, but, and this is a 
very big but, they are retaining control over 
consumption and inventories. The transition 
is to be gradual, but as from July lst manu- 
facturers will have to satisfy their require- 
ments by private purchases or from such 
stocks as the GSA may find it necessary to 
rotate. There is no mention of further stock- 
pile purchases by the GSA, nor how these 
are in future to be made, an omission which 
we trust will soon be remedied. 


The only possible justification for conmtinu- 
ing controis by the US Government over 
the consumption_of natural rubber would be 
a determination on their part further to build 
up their stockpile. It would appear that their 
“peril point” figure has now been covered, 
but there must be a large tonnage still to be 
acquired before their programme is com- 
pleted. They have a great responsibility 
towards South East Asia, whose economy 
depends so largely on receipts from the sale 
of natural rubber, and the maintenance of 
restrictive controls over the consumption of 
it by US manufacturers would be quite 
indefensible today except for the definite 
purpose of enabling their stockpile to be more 
rapidly augmented than would otherwise be 
the case. 


Not only are US restrictions on the con- 
sumption of natural rubber to continue, but 
simultaneously they are making arrangements 
to encourage the export of American- 
produced synthetic substitutes in substantial 
volume—and at a price which, according to 
Natural Rubber News, is based on their pur- 
chasing the principal raw materials which 
enter into the product at about half the 
price which private producers would have to 
pay today. In other words, the price would 
be higher for synthetics if the industry were 
operated competitively. We have not been 
told whether, when our own Government 
agreed to sell 25,000 tons out of the UK 
Strategic stocks to the US Government, 


they impressed them with the importance of ~ 


ensuring that the interests of the producers 
in South East Asia would be suitably safe- 
guarded, 


Dr E. A. Hauser, Professor of Colloid 
Chemistry in the. Massachusetts Institute of 
Technology, has said some very pertinent 
things on that subject. He adds that, in spite 
of the systematic research which has been 
intensively pursued since the end of the war, 
so far all attempts have failed to produce 
veegerg | a polyisoprene which, if sub- 
jected to X-ray diffraction studies in. the 
stretched condition, would reveal an identity 
period as found in rubber. Bearing this in 
mind, he says it is more than doubtful if they 
will ever be able to produce synthetically an 
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artificial rubber which is comparable with the 
natural product in every respect, and queries 
the wisdom of using up natural resources for 
the production of an artificial product when 
a natural product of superior properties is 


available, even if its price is higher than it 


used to be. That strikes me as statesman- 


like. 
The report and accounts were adopted and 
the proposed dividend was approved. 





CLEGG & ORR LIMITED 


SUCCESSFUL YEAR’S TRADING 
MR J. A. ORR’S REVIEW 


The fourth annual general meeting of 
Clegg & Orr Limited, will be held on 
March 21, 1952, at the registered office of 
the company, 90 Great Bridgewater Street, 
Manchester, 1. 


The following is the statement by the 
chairman, Mr J. A. Orr, which was circu- 
lated with the report and accounts for the 
year ended November 30, 1951. 


PROGRESS OF REPLACEMENT AND 
RENEWAL PROGRAMME 


At the end of this, the fourth year of the 
company’s history, I am able to tell you of 
solid progress within our factories. In spite 
of many obstacles, the first programme, cost- 
ing £678,000, for the. replacement of plant 
and the renewal of buildings, has been ‘fin- 
ished and paid for without recourse to ex- 
ternal borrowing, and, as the accounts show, 
some liquid reserves have been gained. We 
have taken advantage of all the allowances 
which the revenue authorities permit, so that 
the fixed assets now stand in the accounts at 
reasonable values. 


The subsidy arising from the Cotton In- 
dustry Re-equipment Scheme has so far pro- 
duced a sum of £35,000, but this is likely to 
be reduced by more than half, owing to a 
consequential cancellation of certain tax 
allowances ; therefore, the scheme, though 
undoubtedly of some value, was not in our 
case a deciding factor in favour of re-equip- 
ment. We hope to receive a further sum 
when all our claims are agreed. 


I hope that a prudent financial policy will 
make it possible to scrap plant and methods 
and to have new ones whenever such changes 
will give a alg cost or an improvement 
in the quality. Thus it is intended to make 
gradual improvements as opportunity occurs 
and so avoid in future that complete renewal, 
which is both expensive and inconvenient, 


ARRIVAL OF COMPETITIVE TRADING 


Our operating companies, like most others, 
have enjoyed good trading up to December, 
1951, and ought, with new plant, to be able 
to compete successfully both in price and 
quality ; we have seen that for more than a 
decade the markets have been short of 
supplies and now, with increasing produc- 
tion of consumer goods, competitive trade 


has arrived. It must be remembered that this 
island country with its high population is 
dependent on foreign trade for livelihood, a 


fact which renders it especially subject to 


outside influences in these times of inter- 
national stress. When’ to such considerations 
are added world shortages of raw materials 
and food, and less hours of effective work in 
an economy scarcely yet emerged from the 


chill clutch of wartime control, a potentially 


dangerous situation is apparent. 


So your directors are mindful of these 
things, and, knowing that they have them- 
selves striven to put their house in order so 
as to be able to compete successfully in a 
buyer’s market, now face the more distant 
future with confidence. With these thoughts, 
however, you will not expect me to vary the 
somewhat gloomy forecast for the immediate 
future at which I hinted last year, though I 
repeat my belief concerning the sound com- 
petitive ability of the company.. 

E. Clegg & Son, Limited, now possesses 
720 Northrop Automatic looms, supplied by 
new automatic Swiss and English preparation 
machinery and some new English spinning 
plant and card room machinery. 


A. S. Orr & Company, Limited, now 
possesses 584 Northrop Automatic looms, 
supplied by new automatic Swiss and 
American preparation machinery, and new 
English spinning and card room frames, in- 
cluding drawing frames. An independent 
development section was established during 
last year and much work on quality. control 
has been done. 


Modern systems of costing, budgetary con- 
trol, central stores, production study and 


personnel traiming are in full and effective 
operation. 


TRAINING OF STAFF AND OPERATIVES 


The training of staff and operatives has 
proceeded steadily and is beginning to show 
unmistakable signs of success. Your direc- 
tors attach the utmost importance to the 
selection, training and welfare of all per- 
sonnel, without whom the finest plant in all 
the world would be ineffective: in productive 
work your company has been well and truly 
served by its employees. The helpful attitude 
of all union officials and representatives of our 
workpeople has been invaluable during the 
period of our re-equipment and I feel sure 
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we shall continue to ,work r and 
understand each other’s Gite. a 


_ In both cases, the activity, the efficiency ang 
the output per operative have improved con. 
siderably, but for the current year much must 


depend not only upon Mt action at 
home but also upon events abroad during the 
next few months, and especially upon the 
quality of our yarns and cloths. 


THE DIVIDEND 


Bearing in mind the successful year’s «aq. 
ing in 1951 and the dubious trading prospects 
for the near future, a dividend of 10 per cent 
before deduction of. tax is recommende: 


There may be some disappointment a; his 
unchanged rate observing the results of the 
year under review, but I consider thar the 
directors have given proper consideration to 
your true interests and that it is wiser at 
present to keep a steady rate of dividend over 
as long a period as possible. 





SENGAT RUBBER. ESTATE 
A PROFITABLE YEAR 


The-forty-first annual general meeting of 
this company was held on February 25:h in 
London, Sir George Maxwell, KBE, CMG, 
the chairman, presiding. 


The following is an extract from his circu- 
lated speech: 


It has been a difficult year. The open 
warfare, which has enveloped Malaya for 
more than 34 years, is still camouflaged by 
the Government by the fatuous word 
“banditry,” and has been waged by the 
enemy with steadily increasing ferocity. We 
have had three separate incendiary fires 
started by the enemy, but the damage has 
not been heavy. About 1,000 young high- 
yielding rubber trees were slashed one night 
recently, but are expected to recover. 


The old rubber yielded at an average rate 
of 592.24 pounds acre per annum. The 
modern clones (still in their youth) of proved 
ancestry gave an average crop of 1,051.18 
pounds per acre per annum, The three best 
fields yielded at the rates of 1,544 pounds, 
1,417 pounds and 1,332 pounds. 


The high price of rubber, however 
ephemeral it may have been, has given us 
a profitable year. The net profit has been 
£67,980, but provision for taxation (£43,320) 
reduces it to £24,660. Our replanting reserve, 
now standing at only £4,000, is an inadequate 
provision for the work yet to be done, and 
we have increased it to £10,000. The general 
reserve, now standing at £23,112 7s. 1d., has 
been brought up to £25,000. 


We to pay a final dividend of 10 
per cent aon tax), making a total dividend 
of 174 per cent (less tax) for ‘the year 


The report and accounts were adopte.! 














NATIONAL BANK OF INDIA LIMITED 
NOTICE IS HEREBY GIVEN that the Transfer Books of the Bank 
will be closed from March 12th to March 25th, both days inclusive. 
Py order of the Board, 
on 5 T. T. K. ALLAN, General Manager. 
26 Bishopsgate, London, E.C.2. February 26, 1952. 
JUSHFUL THINKING—the busiest directors usually have the 
most progressive thoughts and ideas about the development of 
trade. But because they are so busy, many such ideas lie dormant 
or die for the sake of—what? Co-operation’ and inspired drive by 
men of similar calibre—men of ideas trained and well experienced 
in pushful thinking, practical interpretation and profitable follow 
through. You may need the alert, go-ahead services of the qualified 
team at Townend-Smith Ltd. (Advertising),- 40-41, Conduit Street, 
wets Telephone Regent 2600 or write for an appointment without 
obligation. ; 
FYONOURS Graduate in Economics, with practical turn of mind and 
full EXPORT experience up to executive level, seeks change 
offering more scope in home or export sales. Member of Institute 
of Export, knowledge of German, French, Spanish, Keen interest in 
current affairs.—Box 874. 
‘YOUNG MAN, 27, seeks executive career commerce or industry in 
London. ist Class Honours Law, Cambridge, Barrister, admin, 
experience other flelds —Box : 








LARGE Industrial Group requires for its selling organisation: an 
with the ‘dally ianageivent of The aemmatiea Doe is 

ement oo: ti mts under 
his control. Applicants must cave Epletnie Gualifestion. or 
Gogres, experience in management of staff and ce organisation 
and have knowledge of Commercial Accounting including buds* ary 
control. Age 30 to 40. Good pros for a keen and active an. 
Starting salary according to qual ions and experience. ‘Vite 
eye | — and full details of education and prev experiens to 


CONOMIST (agricultural) required to undértake survey of 


4 historicalsfarm costings data for s al rpose, The work 
might occupy a vacation, or be accom ti 8 thomthe “leisure” 
time, Minimum fee 50 guineas but up to 100 guineas would b« aid 
if warranted by complexity and time 869. 

ORKS AGER required for old ished Company, manu- 


facturing machine tools and electric control gear. Applican 1t must 


have first-class technical and en ineering . and 2008 

pe nmot pe pgp” ven to Sopcast with blic schoo! and 
’ or en z “ ? 

university, and/or engineering degrees. Apply, Becretary. 


CCOUNTANT/SECRETARY required for Tyneside family 5 
ness, age 28-38. Minimum I imag Phy excellent 


Prospects, Must have top muaiiaigenicait-<puabities 20% 888. 
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THE TRAINING OF TECHNICAL TEACHERS 


oiications are Invited from men and women of roximate 
=: ars of age and over, for admission to a ONE- COURSE 
oP TRAINING as full-time. TEACHERS OF GENERAL COMMER- 
“IAl. AND PROFESSIONAL SUBJECTS, R OFFICE ARTS 
(SHORTHAND, RITING AND SECRETARIAL 
WORK) in Technical Colleges and similar institutions, _ 
Applicants bhi . ae pone cep raging we pr eeenet 
sbiects, show ave a Unive gree, or professio ualifica- 
= r a Higher National Ce in Commerce = . 


‘App.icants who wish to teach Office Arts should possess higher 
certi) ates of some recognised examining body /in shorthand and 
ty pe ting, and should show evidence of'’a good general education, 


| cases applicants will be expected to show evidence of good 


bus 3 and other clerical experience. 

q ourses will begin in September, 1952, Recognised students 
will pay no fees and they will be eligible for maintenance grants 
for tue period of the course. 

F er particulars and application forms may be obtained from 


the f wing Colleges on receipt of a stamped addressed foolscap 
en : 
Enquiries for forms should be endorsed ** S/1/22." 
BOLTON—The Director, 
Bolton Training College, 
Manchester Road, 
Bolton, Lanca. 
HUDDERSFIELD—The Director 
Huddersfield Training College, 
Queen Street South, 


Huddersfield, Yorks, 
LONDON—The Principal, 
Training a for Technical Teachers, 
83, New Kent Road, 
ety _..._._ London, 8.E.1, se 
GE KRETARIAT OF THE INTERNATIONAL RUBBER STUDY 








GROUP, BRETTENHAM HOUSE, 5 LANCASTER PLACE, 
STRAND, W.C.2, requires Senior Statistician or Assistant Statistician, 
jeppnding on ¢ireumstances. University degree or equivalent in 
Statistics or in Economics (with Statistics) or in any other main 
sut (with Statistics). Knowledge English, French essential. 
Salary Senior Statistician £1,000 to £1,500, Assistant Statistician £600 
ipwards, Starting salaries for both posts depending on qualifications, 


experience, ete, Application by letter stating qualifications, refer- 

ences. age, married or single, etc, Final date March 20, 1952. 

("' NTINENTAL HOLIDAYS—not “ organised ’’ or mass produced 
t arranged as you or your friends may want. Paris—7 days 


frory 


‘12 10s.: Brittamy—10 days from £16 10s. 
£27 lis. 6d.: also the 


countries, 


; Italy—-15 days from 
ivieras, Spain, Austria, Switzerland, and other 
rite for brochure or ‘phone.—Business & Holiday Travel 

Grand Buildings, Trafalgar Square, London, W.C.2. Itehall 


QIMENON IN FRENCH. List of his novels free on request.— 
iD Anglo-French, 72, Charlotte Street, W.1. 
ADY, 27, B.Sc, Heon., Registered Statistical Assistant, experience 
4 includes analysis and interpretation of statistical data. Desires 
suitable post from April, 1952.—Box 891. q 
TT,RANSLATION.—Rapid service, German into English. Technical 
and Commercial material a satin Pg by. letter to 
Translations,” ¢/o Abbotts, Eastcheap, London, E.C.3. 


A 
44 
t 


‘| 


* 


I, Economist, June, 1946-December, 1951 (Records and Statisties, 
1948 and 1949) for sale.—Reply W. F., 139, Clarence Avenue, 


im pton 
The Economist 31/5/47-2/2/52, lacking 17/1/48.— 


SALE: 
Box 884, 

r CHARTERED INSTITUTE OF SECRETARIES.—Directors 
juiring the services of CHARTERED SECRETARIES to fill 
rial and similar executive posts are invited to communicate 

with the Seeretary of the Institute, 52-54, High Holborn, W.C.2. 

F,CONOMIG DIGEST (monthly) will keep you informed of many 

d portant items you are liable to miss in the modern avalanche 
les, reports, lectures, memoranda, Free specimen copy with 

pleasure : Economic Research Council, 18, South Street, London, W.1, 

ES ENTIAL TO ALL BUSINESS MEN !—* Advantages of trading 

y a limited Co,,"* vy T. A. Herbert, LU.B., Barrister-at-Law 

post 1s. 8d.), from * .” Anglo-French Press Agency, Ltd., 128, 

Albany Street, London, N.W.1 (BUS, 8308/8178), who have TRUST 

INVESTMENT C, REGN, for sale. Ready for use, complete, £30. 

\ALZBURG SEMINAR, Schloss Leopoldskron, Salzburg, Austria. — 

2, Pees are offered for sessions in Social Relations (Social 

sychology, Sociology an ur nthropology), ay - 

I 01 iol da Cultural Anth } i. ae 28th 
26th : General Session (History, Literature, Government, Social 

ology, and Philosophy) July i5th-August 23rd; Economic 

rotiems in American Life, September Ist-28th. Study at the 
juate level, Admission is granted on evidence of ability and 
plishment, General age range 23-35, Special consideration 

n to those engaged in teaching, public life, or creative work and 

anced students. For further information and application forms 

a to: The Education Secretary, World University Service, 
oucester Place, London, W.1. 


| QUALIFIED STAFF AVAILABLE NOW 
Accountants, Office Managers, Company Secretaries 
upplied immediately. 

FINE°’S eEmproryment AGENCY 


(HIGHER APPOINTMENTS SECTION) 
9S 99 PRAED STREET, LONDON, W.2. AMB 3400 (30 LINES) 
at FINE’S FOR THE FINEST STAFF 


vition or BeOC. EGON. 


fuition§ for 
ondon University B.Sc. Eeon. Degree ‘s a valuable qualification for statistical 
h and welfare work in commerce and industry, and for ing or administrative 
to all gg University 


4 


BP et bt Cong 


vo 























under Education authorities, etc. The oun is — 
ce. You a for the examina at 

nee of Wolsey (est. 1894) ; fees are reasonable and may be pry! instalments 
ed, 760 Successes at Lond, B.Sc. Econ. Final Examina 6h 


ee Deparment ee" WOLSEY HALL, OXFORD 


ores, Department PI7 


filled by competitive 





NATIONAL COAL BOARD 

A tions are invited for the intment of ASSISTANT 
MAN. uarters. “The duties of 
the post nclude the purchase and sale of marketable securities for 
the Board’s superannuation and jon schemes, and continuous 

review of a large investment portfolio. ; 
_ Candidates must have a.sound knowledge of finance, investment 
and Stock Exchange procedure backed by some years’ experience 
with a financial house or similar organisation. An Actuarial qualifica- 


tion is , 
will be up to £1,500 copending on qualifications and experi- 
ence. he post is superannuable. 

Apply in writing, positon Reese particulars (in chronological order) 
of age, education, qualifications and experience (with dates) to 
National Coal Board, Establishments (Personnel), Hobart Houst, 
Grosvenor Place, London, S.W.1, marking envelope TT /436. Ori I 
testimonials should NOT be forwarded. Closing date March 15, 1962, 


NATIONAL COAL BOARD—WEST MIDLANDS DIVISION 
8.V. 881. Applications are invited from persons with good-experi- 

ence of machine accounting systems (Punched Cards Methods) to 

take charge of a Machin: Accounts Section at Dudley, Wores. 

The salary scale will be £720 x £25 to £970 and commencing salary 
will be according to qualifications and experience. 

Applications should give full details of age, experience and type 
of machine to which accustomed (Powers Samas, Hollerith, etc.) and 
applications should be made within one week of the appearance of 
this advertisement, to the Divisional Establishment Officer, Nationa! 
Coal Board, West Midlands Division, Himley Hall, Dudley, Wores. 

Amended. 

ENIOR SCIENTIFIC OFFICERS; Scientific Officers; Patent 

Examiner and Patent Officer Classes.—The Civil Service Com- 
missioners invite ig berg for permanent appointments to be 
mterview during 1952. Interviews will continue 
throughout the year, but a closing date for the receipt of applications 
earlier than December, 1952, may eventually be announced. cess- 
ful candidates may be appointed immediately. The Scientific posts 
are in various Government Departments and cover a wide range of 
Scientific research and development in most of the major fields of 
fundamental and applied science. The Patent posts are in the Patent 
Office (Board of Trade), yn ie f and Ministry of Supply. 

Candidates: must have obtained a university degree with first or 
second class honours in an appropriate scientific subject (including 
engineering) or in Mathematics, or an equivalent qualification, or 
for Scientific sts, possess high professional attainments. Candi- 
dates for Senior Scientific Officer posts must in addition have had 
at least three years’ post-graduate or other approved experience. 
Candidates for entific Officer and Patent posts taking their degrees 
in 1952 may be admitted to compete before the result of their degree 
examination is known. 

Age LAmits: Senior Scientific Officers, at least 26 and under 31; 
for Scientific Officers and ‘Patent Classes, at least 21 and under 28 
during 1952 (or under $1 for nent members of the Experimental 
Officer class competing as Scientific Officers). London Salary Scales: 
Senior Scientific cers (men), £812 10s.—£1,022 10s.: (women) 
£681 5s.—£917 10s.; Scientific Officers (men), £440—£707 10s.; (women) 
£440—£576 5s.; Patent Examiner and Patent Officer Classes (men), 
£440—£655, (Rates for women under review.) Somewhat lower rates 
in_ the provinces. : ; Sane 

Further culars from the Civil Service Commission, Scientific 
Branch, Trinidad House, Old Burlington Street, London, W.1, quoting 
No. 8. 53/52 for Senior Scientific Officers and 8S: 52/52 and S. 128/52 
for the other posts. 

A® important Malayan Rubber Group requires a man of ability, 
(age 26-36) to assume, after training, an executive position in 
its Companies Department in London. uties comprise officiating 
as Secretary to Boards, corresponding with the East, and ensuring 
that policy is executed. There is no accounting responsibility. Appli- 
cations will only be entertained from men who are Graduates or who 
have had secretarial experience.—Details of education, employment 
and present emoluments should be sent to Box 480, Dorland Adver- 
teing. 18-20 Regent Street, London, S.W.1, 
Ww NTED.—HIGHLY QUALIFIED EXECUTIVE to direct group 
of factories employing over 5,000 men ; must have knowledge of 
production and sales; actual factory experience essential; salary 
not less than £3,000. Location of post is London. Written applications 
givi date of birth and education, full details of qualifications and 
experience of posts held i meinem dates) should be addressed to 
Appointments Officer, Ministry of Labour and National Service, 
ie. Tavistock Square, W.C.1, quoting reference number gag In 
Only 








no circumstances should original testimonials be forwarded. 
candidates selected for interview will be advised. 

\ ANAGER required by company with overseas connections to take 
4 charge of all production and development of special purpose 
machinery in a light engineering works. Appointment calls for first- 
class engineering and technical background, preferably University 


degree. xperience in development and other aspects of production 
essential.— ly giving full details of experience, qualifications. etc. 
to Box M A.K. Adve., 2128, Shaftesbury Avenue, W.C.2. 


x 
CONOMIC STATISTICIAN and Practical Engineer, 36, com- 

pleting tour stats. adviser to Govt. a O (four fig. sal.), seeks 
post. Apprenticed Mech. moe. B.Se.(Econ.), Incorp. Statistician. =. 
Commerce Aircraft, Sales, Textiles, Management.—Write Box E 478, 
L.P.E., 110, St. Martin's Lane, W.C.2. 

RANSLATIONS from and into French (Technical and Commercial), 

Julian Jacobs, B.Se., and Germaine Courtiau, New House, 

Worminghall, Aylesbury, Bucks, Tel.: Ickford 227, 


——The Economists’ Bookshop Ltd.—— 


will be glad to send free to applicants its recent 
’ catalogue of current economic textbooks 


11-12 Clement’s Inn Passage, Aldwych, W.C.2 


REFUGE, 








ASSURANCE COMPANY LIMITED 
CHIEF OFFICE 
OXFORD STREET MANCHESTER | 
THE REFUGE 
WIHELLSAFEGUARD THE FUTURE 














Printed in Great Britain by St : Lrp., St., Kingsway, London, W.C.2. 
at th paar ten te ne to. WL. Peter ox the lesen: lobed 





Published weekly by Tus Economist Newsrars, L1p., 
and Overseas 2¢d.—Saturday, March 1, 1952. 


ce 
‘ 








564 THE BCONOMIST, March 1, 1952 


T H E Eas a ee A O F aS Ne 







China 
knew 


more than 
300 years ago 


Ys" 3% iN 
ee WS ARPA | 
~~ ARE 









il, _ a 


eee! 


~ aa 






The illustration shows Zinc 
smelting in China as described in 
the T’ien Kung K’ai wu A.D. 1637 





ODAY ZINC is one of the most important metals in industry. 
=. is used in brass ; as a protective covering for iron and steel ; 
large quantities are used for die casting in the motor car and many 
other industries ; and its pigments, Lithopone and Zinc Oxide are 
widely used by the paint, rubber, linoleum and associated industries. 

During the last 30 years a great Zinc industry has been created 
in Britain by Imperial Smelting Corporation Limited, whose principal 
activities, in addition to the production of Zinc metal, include the 
production of Sulphuric Acid, Zinc Pigments, Fluorine and Fluorine 


Compounds and ancillary products. | 





puree Yueirine 


U KMEMBER OF THE CONSOLIDATED ZINC CORPORATION LIMITED 


IMPERIAL SMELTING CORPORATION LIMITED -37 DOVER STREET-LONDON -W.! 





